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I’m the man who 
married a dumb wife... 


DUMB? Dumb like a fox! How else would she and I be 
here, vacationing in the middle of winter and not feeling 
even the slightest bit guilty about it? 


THE second night of the three-weeks’ arithmetic bee, she 
SHE was plenty burned up when I started my annual Novem- greets me with “Surprise, darling! I found the most divine—” 
ber habit of bringing work home every night... but the next ---* Won't yo. er have enough hats?” I groan...“Silly!” she 
year’s budget estimates would never get figured otherwise. says, “It’s to help with your figuring, and it’s really terrific!” 


HERE’s the “terrific” 

Printing Calculator 

that’s taking the coun- 

try. It will save time 

and money for you, in 

pricing, in payrolls, in 

distributing sales or 

factory costs, in doz- 

ens of other ways. It’s 

the only machine of 

its kind which adds, 

subtracts, multiplies, divides automatically ... and prints an 
accurate, permanent record of all factors in each problem. It’s 
even licked that old devil Decimal Point. See it in action; 
phone your nearest Remington Rand office today. 


P e 
SO with this Printing Calculator I get twenty nights’ work done Remington Rand Ine. 


in two, take it to the office and wind up buying two more. BUFFALO e NEW YORK 


Yesterday we leave, and today we’re soaking up sun like veter- In Canada: 199 Bay Street, Toronto 
ans... Dumb wife? I’m a push-over for these ideas of hers! 


World's Largest Makers of Adding and Bookkeeping Machines, 
Systems and Equipment 
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_ The Condition of BUSINESS 


Lion 

THE OvrtLooK. Doubtless politics, war and unsolved do- 
mestic problems will keep business from being too sure of 
itself, but the 1940 blueprint is optimistic and the reasons 
are not hard to find. 

The war has helped certain industries and hurt others, 
but as far as business in general is concerned it does not 
make much difference whether the conflict continues or 
stops. It has been reassuring to observe how little the war 
has had to do with recovery up to the present at least. 

INDIFFERENCE. The same cheerful reasoning can be ap- 
plied to the coming political rumpus because, no matter 
how it turns out, we can feel reasonably sure that no one will 
gum the works before November, at least, not intentionally. 

As for the unsolved domestic problems, it becomes easier 
and easier to postpone them until manana. Some day, when 
everyone has stopped thinking and talking about inflation, 
it will come. 

DeEprRESSION LeGAcy. Hopefulness is customary at this 
time of year but the mere start of a new year and decade 
will not work any miracles. There might be some satisfac- 
tion, of course, in feeling that we have a clean slate to 
write on. 

But along with the accumulated debris of the 30’s, we 
are taking with us into the 40’s some fearful superstitions 
of which these are 12 outstanding examples: 

1. There are fewer opportunities in America today than 
heretofore. 

2. The country has reached a static point, an economic 
dead-center. 

3. Hard work and thrift are oldfashioned and, to a large 
extent, futile. 

4. Debt is a satisfactory condition and repayment is 
necessary only if and when convenient. 

5. Capitalism is selfish and ruthless; “liberalism” 
selfish and a nice word to use about oneself. 

6. Government is benevolent and takes care of people. 

7. Business, banking and private enterprise are always 
looking out for number one and not bothering about the 
general welfare. 

8. Government is very powerful and can regulate prices 
and do almost everything. 

9. Politicians can be trusted to dispense credit to the 
citizens whose votes keep the politicians in office. 

10. Technological advancement causes unemployment. 


is un- 


11. Employers and employees have opposing interests. 

12. Wealthy persons are responsible for poverty. 

Cross INDEX. BANKING’S index of the general trend of 
business, obtained from a poll of 3,000 bank directors and bank 
presidents in all sections of the country, compared with the 
previous month, shows a fairly substantial decline, although 
still overwhelmingly favorable. 

Fifty-three per cent of those polled for the purpose of this 
summary said that business was getting better, 30 per cent 
found conditions about static and 17 per cent reported a decline. 
The month before, 62 per cent said that the direction was up, 
28 per cent reported that their respective enter prises were holding 
their own, and 10 per cent reported an unfavorable trend. 


UNCHANGED 
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Otp Famiuiar Factors. Conditions prevailing today, 
both good and bad, are very much like those of a year ago. 
If we check over the things that are likely to worry business 
and those working on the side of improvement, each group 
contains many old familiar factors. 

The Government competes with its own citizens, furnishes 
capital to a business man’s competitors, taxes everything 
to pay the bills, stirs up labor troubles, threatens business 
with penalties for undefined offenses and wraps it all up in 
rules and decrees written in many cases by people who never 
ran a business. 

Finally, there is the threat, recognized by everyone, of an 
ironclad bureaucratic control reaching to the very nerve- 
tips of business, if this country should engage in war. 

Tue Basis or CONFIDENCE. On the bright side are many 
signs of greater trade and industrial activity discernible in 
price movements, the favorable inventory position of both 
manufacturers and distributors, the volume of lending by 
banks, the broad scale operating plans in steel, automobiles, 
building materials, farm equipment, foods, oil, railroads, 
utilities, aviation and metals. 


BANKING’S cross section poll from its inception 
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THREE KINDS OF MONEY 
EVERY GOOD PROVIDER NEEDS 


AVE YOU EVER Stopped to realize that— 
to be a 


good Provider—you really need 
three kinds o 


f money ? 


When emergencies strike, you need money 
that can Spring into action immediately — dollars instantly avail- 
able in a bank account. 


more than ever before, 
third kind of money... 


2s The First Step 2s 
The first ang most important s 


To help you take 


this first, important step, 
Syndicate offers, witho 


Investors 
ut obligation, 


“Living Expenses”... a This advertisement is 
typical in 

PY, write Investors Syn- a series waembee 
10, Minneapolis, Minnesota, porn earing in 


INVESTORS 
SYNDICATE 


Living Protection 
Established 1894 
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i 
To be Prepared against untimely death, you need money 
that will take your place in Providing for your family. Such 
money can be provided through the medium of life insurance, 
a — : If you are like most People, you have already seen the need res 
= - — for these two kinds of money. One out of every 3 families , 
| os in this country has a Savings account. One out of every 2 
has life insurance. 
But in the world we live in today, 
People are conscious of the need for 
eS the need for a reserve of dollars to be accumulated, step by a : 
step, to remain untouched during a man’s years of earning Power, 
This kind of money makes you a good Provider for your. e ; 
self and your family when your working days are done. le : 
i 
€ solution of a 
oe man's money problems is to find out where your money goes. 
Keeping a record of what you spend is essential if you want 
to make the most of your income. 
simple, easy wa 
is not a budget | : 
dicate, Dept. B- 
national magazines. 
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OVER HERE 


GEORGE E. ANDERSON, Washington 
writer for BANKING, discusses from the 
Capital’s viewpoint some reflections of the 
war in this country. Mr. ANDERSON’S 
regular Washington column appears on 
page 76. 


War Orders 


R the present, at least, the ma- 
chinery for financing Allied pur- 
chases of war and other supplies in 

the United States seems to be more 
elaborate than is required. A longer view 
of the outlook suggests that this ap- 
parently excessive preparation may not 
come amiss when once the war goes into 
mass destruction. For the time being 
there is a general feeling that orders 
received from abroad for airplanes, 
steel, munitions and other supplies 
have not been as large as anticipated 
and not large enough, in fact, to make 
good the loss in general business which 
the war has so far entailed. 

Meanwhile all things seem set for 
business when it finally comes. The 
British and French governments have 
organized a purchasing agency which 
will obtain all necessary supplies in the 
American market for both governments. 
British bankers under the leadership of 
the Rothschilds have organized a group 
for handling American purchases under 
the revised Neutrality Act. The New 
Trading Company, as the group is 
known, proposes to arrange with Amer- 
ican exporters to take title of goods 
ordered in this country by British firms 
and to carry through the financing for 
the latter by arrangements with the 
British Exchange Equalization Fund. 

In practical operation this means 
that the new group will perform serv- 
ices heretofore furnished by American 
banks. There is a sting in the tail of the 
proposal, since it is suggested that this 
new arrangement may become a per- 
manent feature of Anglo-American 
trade. 

The new arrangement has been 
formed to serve British importers, but 
under the combined British and French 
purchase system it gives promise also 
of serving French importers to some 
extent. 


Working Smoothly 


HILE orders from abroad have 

not been as large and as varied as 
had been hoped, it does not appear that 
the Anglo-French purchase arrange- 
ment has had anything to do with this 
fact. Such business as has come has 
been rather large and the machinery for 
handling it has worked very smoothly. 
So far there has been no difficulty in 
arranging payments. Both Great Brit- 
ain and France have abundant funds 
here to handle current business. As to 
the future, there is also abundant as- 
surance provided the war does not last 
too long. 

The report of the Federal Reserve 
covering the international movement of 
money and securities up to August 31 
shows that Great Britain and France 
hold gold, dollar balances and American 
securities to a total of approximately 
$6,830,000,000 while British and French 
colonies hold an additional $1,610,000,- 
000. Of course these resources cannot be 
used for purchases in the United States, 
—in fact a considerable portion has al- 
ready been pointed in the direction of 
Canada. But there seems to be enough 


money in sight to finance all American 
purchases for a long time to come. 


Security Sales 


HERE is still considerable uncer- 

tainty as to the extent of the sales of 
American securities on American mar- 
kets by the belligerent agencies. The 
Treasury and the SEC know but they 
won’t tell. There is abundant evidence 
that foreign selling becomes more ac- 
tive on every good rise in securities. 

On the other hand there is also evi- 
dence that the foreign buying agencies 
are already drawing rather heavily 
upon their cash resources. Recent ship- 
ments of gold into the country have 
been largely Canadian and far beyond 
Canadian production, suggesting that 
Great Britain is transferring a con- 
siderable part of its earmarked gold in 
Canadian banks to cover purchases in 
this country. Foreign bank deposits 
with the Reserve banks have been mov- 
ing downward. 

All these things, however, are details 
of a rapidly changing picture whose 
general features represent as much 
financial soundness as can be expected 
in times of a great war. 


THE COST OF WAR’S SINEWS 


Dr. Isador Lubin of the Department of Labor and Dr. Willard Thorpe, special 

adviser to the Department of Commerce, see what the war did to the cost of scrap 

steel, zinc, copper, tin and lead. The chart was shown to the Monopoly Committee 
which looked into the subject of prices in wartime 
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The oldest Bank 
in Minneapolis 


On December 12, 1864, the First National 
Bank of Minneapolis was organized by 
ten prominent citizens of the town. 

It is the oldest bank in its city and the 
largest in the Northwest. Its capital funds 
have increased from $57,000 to $14,- 
000,000, and its deposits from $85,000 
in 1865 to nearly $150,000,000 in 1939. 

The First National was established 
during one war, and successfully coped 
with the problems and uncertainties ac- 
companying two other wars and nine 


depressions, large and small. No de- 


positor has lost a single dollar entrusted 
to its care. 

The men who have shaped its policies 
are men who have also contributed 
largely to the development of Minne- 
apolis and the Northwest. 

The First National’s record has been 
good because it has given its community 
a sound, dependable banking service. In 
the future, the needs of that community 
may change, as they have changed in the 


past. The First National will continue to 


meet them to the best of its ability. 


FIRST NATIONAL BANK 
& TRUST COMPANY 


of Minneapolis 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
AFFILIATED WITH FIRST BANK STOCK CORPORATION 


4 BANKING 


Shipping 
OF the 88 American ships on regular 
routes affected by the proclama- 
tion shutting them out of trade in the 
war zones, 20 had been employed on 
other routes up to December 9, 18 more 
were continuing a part of their service, 
another 18 were still at sea with their 
immediate future undetermined and 
the rest were laid up. Up to the same 
date, however, merchant ship losses in 
the war totalled 719,111 gross tons, of 
which a little over half were British, 
approximately 30 per cent neutral and 
the rest French and German. These are 
the admitted losses, but it is suspected 
that actual losses have been somewhat 
larger. 

Total losses up to the date given 
amount to about one third of United 
States shipping engaged in foreign 
trade. The conclusion is inevitable that 
as losses continue there will be an in- 
creasing demand for all world tonnage 
available and it is probable, as is fore- 
cast by British authorities, that the 
demand for American shipping under 
charter to belligerent or neutral coun- 
tries may lead to full employment at 
high rates. 


Arming of Neutrals 


T is one of the ironies of the world 
situation that neutrals have been hit 
about as hard as belligerents and in 
some cases have suffered more in pro- 
portion to their size and the importance 
of their interests. One result is that 
much of the business of furnishing arms 
to foreign nations which has been com- 
ing to this country has come from 
neutrals. 

During October, the last month for 
which statistics are available as this is 
written, belligerents bought no arms or 
war supplies in the United States, since 
they were prohibited from doing so by 
the embargo provisions of the Neu- 
trality Act. The Netherlands and the 
Netherlands East Indies, Finland, Swe- 
den and Turkey, however, got export 
licenses for arms shipments to the 
amount of $9,274,478. China also came 
into the market after several months 
of small purchases. Airplanes were the 
chief item in most cases, especially so 
in Chinese purchases. 


War Loans 


E $10,000,000 credit to Finland is 
extremely embarrassing to some 
members of Congress. Universal admi- 
ration of and sympathy for Finland and 
a realization that its fall will further 
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Neutrality Act Amendments 


ERE are some members of Con- 
gress so thoroughly disturbed by the 
operation of the amended Neutrality 
Act, especially in the matter of shipping, 
that they look for its early repeal. Such 
is the opinion of Senator Carter Glass 
of Virginia. However, since the shipping 
situation is improving, radical action is 
not probable, although considerable 
amendment seems unavoidable. 
Changes in the law which will facili- 
tate shipments, at present held up by 
the inability of shippers, shipping com- 
panies and customs authorities to get 
together on a formula which will meet 
the requirements of the Act, are loudly 
demanded by those concerned. The 
fact is that the present law has been 
forced upon the country by pressure 
groups that failed to realize the practi- 
cal implications of the measure. Em- 
phasis in its provisions was laid upon 
the export trade without a realization 
that import trade is quite as important 
and that not only have American man- 
ufacturers been crippled in selling to 
foreigners but they have also been 
crippled in their import of essential raw 
materials. There is a strong movement 
among both importers and exporters so 
to amend the law that American ships 
can go into the war zone provided they 
do so at their own risk. 


emphasize the world importance of 
checking aggression in Europe render 
opposition to the loan in Congress al- 
most impossible. Yet many members 
regard the loan as an entering wedge for 
more war financing based upon the 
theory that a war is not a war until you 
call it by that name. Then, too, if aid 
for Finland why not aid for China where 
our rights are more directly involved? 
As a matter of fact the credit to Fin- 
land, while granted during hostilities 
and while larger than it would otherwise 
have been, is not altogether a war 
measure. The little republic was seeking 
a loan in this country before it was at- 
tacked by Russia and was well on the 
way to getting it. Finland has needed 
food supplies, cotton and other com- 
modities not necessarily connected with 
war. No doubt the prospect, or at least 
the possibility of war, was partly re- 
sponsible for these requirements. 
Norway is in a similar position and 
also has been negotiating for credits. 
Both nations need actual war equip- 
ment, especially airplanes, as well as 
other supplies. On the face of things 


Sell more 


PERSONALIZED CHECKS 


Last May we introduced the 
DeLuxe Personalized Pocket 
Check Sales Plan*. Since that 
time it has demonstrated its 
worth sufficiently to convince 
us that it will win a much wider 
acceptance during the year 
1940. 


The idea of trying to get more 
folks to use imprinted checks 
is not new, but to accomplish 
it, along with a saving of 45% 
in cost to the bank’s customer 
and a decided saving (profit) 
to the bank, is very new indeed. 
More bankers are becoming 
interested in the plan right 
along. 


It requires a pretty fair selling 
technique to convince the in- 
dividual customer that person- 
alized checks are important to 
him but it is well worth while 
because he is so satisfied and 
proud when he starts to use 
them. 


As more people use imprinted 
checks the number of “no ac- 
count” items will shrink be- 
cause such checks are harder 
for strangers to get — less will 
be wasted because they are all 
numbered — sorting will be 
speeded up because there will 
be fewer illegible signatures to 
puzzle over. In fact, the whole 
thing is a good idea. Why don’t 
you write us for full particulars? 


*Pully described in folder No. 13 
Write for it 


IF UXE 


CHECK PRINTERS 


Lithographers and Printers 

Plants at 
NEW YORK CLEVELAND 
KANSAS CITY 


CHICAGO 
ST. PAUL 
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there is no reason why they should not 
get them unless there is a formal decla- 
ration of war in either case. The credit 
of both nations is good. Finland’s is 
bolstered by its exceptional record of 
actually paying its war debt to this 
country. 


Silver 


authorities handling the 
silver operations of the Government 
face new conditions in their program 


which may easily develop into an en- 
tirely new situation. The outbreak of 
war in Europe started a wave of specu- 
lation in the white metal which seems to 
have been based primarily upon an 
awakening demand in India for hard 
money in place of the paper currency 
which the Indian government has been 
at so much pains to introduce in the 
past 12 years. 

Speculation is increasing and de- 
mand for silver by the Indian people 
has led the Indian government to dis- 


A NATION UNITED BY TELEPHONE 


Just twenty-five years ago, on 
January 25, 1915, the first trans- 
continental telephone call was 
made. 

President Wilson talked from the 
White House across the country, 
testifying to the nation’s pride “that 
this vital cord should have been 
stretched across America as a sam- 
ple of our energy and enterprise.” 

The inventor of the telephone, 
Alexander Graham Bell, in New 
York, repeated across the conti- 
nent to San Francisco the first 
words ever heard over a telephone 
—‘‘Mr. Watson, come here, I want 
you’’—to the same Thomas A. 
Watson who had heard them in the 


BELL TELEPHONE SYSTEM 


garret workshop in Boston in 1876. 
That ceremony ushered in trans- 
continental service twenty-five years 
ago. Then it cost $20.70 to call San 
Francisco from New York. Now it 
costs $6.50 for a station-to-station 
call and only $4.25 after seven in 
the evening and all day Sunday. 

In 1915 it took about half an 
hour, on the average, to make a 
connection. Now most calls are 
put through without hanging up. 

These are measures of progress 
in the never-ending effort of the 
Bell System to give faster, clearer, 
more useful and courteous service 
to the people of the 
United States. 


pose of close to 50,000,000 ounces from 
its reserve which has been reduced to 
around 125,000,000 ounces. It will be 
remembered that during the war of 
1914-1918 the demand for silver in 
India became so great that the United 
States Government was called upon to 
melt up and sell to India over $259,- 
000,000 in silver which under the Pitt- 
man Act it later bought back. Since 
the World War the monetary situation 
in India has changed greatly, especially 
in the general substitution of bank 
notes for metallic currency, so that the 
Indian government is not so dependent 
upon silver stocks of the world. 
Nevertheless the present unrest in 
India and the upset condition of the 
world generally are evidently affecting 
the Indian people and may possibly 
lead them to a turn toward silver which 
would revolutionize world markets for 
the metal. Any such demand as that 
which forced world prices for silver to 
unheard of levels in the closing years of 
the World War would certainly upset 
the program of the Government in 
Washington and possibly lead to a 
repeal of the silver purchase act. 


Protest 


HE protest of the United States 

against the British policy of seizing 
German exports wherever they may be 
found remains just that and no more. 
That the British policy is a patent viola- 
tion of international law is admitted; 
but international law was violated quite 
as openly during the last war and pro- 
tests got no further than such modifica- 
tions of Orders in Council, or what-not, 
as were sufficient to satisfy the neutral 
protestant, usually the United States, 
for the time being. The American pro- 
test in this case will be carefully con- 
sidered in London and Paris, but one 
may guess that more consideration will 
be given to means of avoiding a conces- 
sion to the protest than to any revision 
of belligerent policy. 


ECURITY financing by the food and 

allied industries totaled $39,086,532 
in 1939, says Clarence Francis, presi- 
dent of General Foods Corporation. 
These securities were offered largely for 
refunding purposes. Food plant con- 
struction in the first 11 months of 1939 
amounted to $20,180,000, according to 
Mr. Francis, compared with $13,616,000 
in the corresponding 1938 period. Pend- 
ing contracts for construction near the 
year end totaled $5,142,000 against 
$1,275,000 as of December 1, 1938. 
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“Unforeseen events... need not change and shape the course of man’s affairs” 


GETTING THE JUMP ON TROUBLE 


At regular intervals, the bos’n inspects the ship’s emer- 
gency equipment . . . checks life-boat gear, for example, 
for flaws that might cause a failure when this equipment 
is needed. 

Aboard ship it’s life-saving gear ...in business it’s in- 
surance. And, as a new year begins, careful business men 
go over their own emergency equipment ... their insurance 


coverage against unforeseen events. Changed conditions, 


new procedures, any of a dozen reasons can easily make 


THE 


inadequate an insurance program that was satisfactory a 
year ago. More protection may be needed in certain spots 
... Of, it might be, Jess. 

Call in your Maryland agent or broker when you under- 
take this important overhaul. His advice will be helpful 
and sound, because he has had long training and experience 
in all phases of casualty and bonding coverage. For real 
protection, you need regular inspection. Get the jump on 


trouble! Maryland Casualty Company, Baltimore. 


MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 


to help you obtain protection against unforeseen events in business, industry and the home. 
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A TOWER OF STRENGTH 


Complete Banking Service 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 
FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST. 


Member of the Federal Deposit Insurance Corporation 
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JUST A MINUTE 


1940 


LeEt’s HO PE it will be a Happy New 
Year! 


Bank Forms 


Ir sEEMS particularly appropriate 
that we start this “Know Your Bank” 
1940 with the first of the articles on 
standard forms. It deals with checking 
accounts. Others, we expect, will cover 
general ledger, paying and receiving, 
proof and transit, bookkeeping, analy- 
sis, savings, loans and discounts, credits, 
investments, safe deposit, filing, col- 
lections and auditing. 

We are confident that these articles, 
amply illustrated, will constitute one of 
the most useful and worth-while fea- 
tures the magazine has ever published. 


Research 


SPEAKING OF “Know Your Bank,” 
we’re reminded of President HANEs’ 
announcement about the Association’s 
enlarged research program. As reported 
elsewhere in this issue, the studies are 
to include activities banks have under- 
taken during the last 10 years in their 
search for broader channels of service 
to the public. 


Explaining the Association’s plans at 
the Richmond regional conference last 
month, President HANEes emphasized 
the need for studying and testing every 
possible service and said that the Amer- 
ican Bankers Association was the logi- 
cal organization to undertake such a 
program. 

“Tt must take the lead,” he asserted, 
“in developing and perfecting the tech- 
nique for changed banking practice and 
in making the results available to its 
members.” 


Bank Lending 


GURDEN Epwarps’ discussion of the 
data derived from the bank lending 
survey conducted by the Association’s 
Research Council, of which he is di- 
rector, makes interesting reading. The 
data assembled, he says, “constitute a 
new field for study and analysis of bank 
lending activity” and “a new and re- 
vealing measure of the volume and 
extent of the services banking is render- 
ing to the American public.” 

The Research Council, Mr. Epwarps 
reports, is setting up machinery for 
systematically gathering this new line 
of data. 

‘* As further surveys of this character 


SCHOOL SAVERS 


The advisory committee of the Los Angeles Clearing House Association recently 

visited one of the city’s schools to see a thrift program in connection with the 

educational activities of the Los Angeles City & County School Savings Associ- 

ation. The bankers, headed by the committee chairman, Frank Alvord, vice- 

president and cashier, Citizens National Trust & Savings Bank, were accom- 

panied by members of the Los Angeles Board of Education and by the 
superintendent of schools, Vierling Kersey 
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SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
OTHER AGENCY ISSUES 
TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE CO. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON PHILADELPHIA 
CINCINNATI: ST. LOUIS * SAN FRANCISCO 


Direct Wires to all Offices 


NATIONAL UNION 
FIRE INSURANCE 
COMPANY 


PITTSBURGH, PA. 


THIRTY-EIGHT YEARS 
OF 
HONORABLE DEALING 


|| 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $57,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


are completed, making possible the 
setting up of a consistent series of 
figures over a continuous period, they 
should throw new light on the vital 
economic significance and relationships 
of bank loans to other phases of the 
nation’s business.” 


Professor Munro 


APPLYING THE ruler to WILLIAM 
BENNETT Munro’s biography in Who’s 
Who, we found that that laconic re- 
porter of dates and deeds devotes five 
and one-eighth inches to the man who 
writes BANKING’s leading article this 
month. 

Widely known as an expert on gov- 
ernment, Professor Munro has taught 
or lectured extensively at American 
and Canadian colleges and universities. 
Williams College, University of North 
Carolina, Western Reserve, Cornell 


University, Lafayette, and the Univer-. 


sity of Toronto, in addition to Harvard 
and California Institute of Technology, 
have had him at one time or other as a 
faculty member or special lecturer. 

“T am not a banker,” he hastens to 
say in the article, “‘and have never been 
one.” 

But he adds that he has been a bank 
director for nearly 25 years. 

And we, in turn, add that he seems 
very well qualified to discuss the things 
he writes about. 


Contest, Contest! 


SHARPEN YOUR wits, contest fans. 

Here comes another picture! 

For the best title to the drawing re- 
produced above, BANKING will write a 
$5 check. 

The rules have been cut to a mini- 
mum: Send your entry, or entries, to 
“Contest Editor, BANKING, 22 East 
40th Street, New York City”, not later 
than January 15. The Editorial Com- 
mittee will do the judging. No entries 
will be returned. If possible, the winner 
will be announced in the February issue. 

Now go to it! 


Movies for Banks 


To BANKERS interested in the public 
relations possibilities of the silver screen 
we suggest a reading of MILTON 
Wricut’s article (page 23). In effect, 
Mr. Wricut takes a layman’s look at 
the subject and points out that if bank 
movies are to serve their educational 
purpose they must be made to catch the 
public interest. Remember, he advises, 
“there will be little public relations 
benefit if the pictures have been made 
to please bankers.” 

Bank movies are still new, but Mr. 
Wricut, looking ahead, believes no 
other public relations tool “is going to 
be as effective in building good will for 
our banking system.” 

(CONTINUED ON PAGE 12) 
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A MAJOR STEP IN MODERN BANKING 


Fi many years, bankers everywhere have been seeking yardsticks that could be 


applied to bonds to enable them to select those issues which would give them the 


highest possible degree of stability — not merely income stability, but price stability. 


Last year, one major group of bankers determined to make a really serious effort to 


work out such yardsticks and asked the Standard Statistics Company to assign its 


Research Division to work with them on the problem. The joint effort, extending over 


Ratios have now been prepared for 
the following types of bonds 


RAILROADS 


STEAM GENERATING 
POWER & LT. 


HYDRO-ELECTRIC 
POWER & LT. 


TELEPHONE 
WATERWORKS 


NON-FERROUS METAL 
PRODUCERS 


MEAT PACKING 
PAPER (Non- Newsprint) 
OIL 
BUILDING SUPPLIERS 
MACHINERY 
NON-FERROUS METAL 
FABRICATORS 
STEEL 


MOTION PICTURES 
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COAL 

AUTO TIRES 
OFFICE EQUIPMENT 
AUTO ACCESSORIES 


HOUSEHOLD 
PRODUCTS 


DEPARTMENT STORES 


MISCELLANEOUS 
FOOD PRODUCTS 


RAILROAD EQUIP- 
MENT — CAR 
LEASING 

CHEMICALS 

BAKING & DAIRY 


PRINTING AND 
PUBLISHING 


GROCERY CHAINS 
TOBACCO PRODUCTS 


many months, produced results of outstanding value 


to every bank. 


Standard-New York State Bankers Association 


BOND QUALITY RATIOS 


Perhaps the facts about these ratios have not been brought 
to your attention. Any important bank in New York State — 
it was in New York State that the idea originated — would 


assure you that they merit your most earnest consideration. 


May we have the privilege of laying the facts about these 
ratios before you with our compliments and without obliga- 
tion of any kind? A request by any bank officer on the letter- 
head of his institution will bring a copy of the booklet describing 
Bond Quality Ratios. It contains the actual formulas for the 
establishment of effective bond ratios and suggestions as to 
the ways in which they can be applied by any bank in the 


selection, retention or liquidation of bonds. 


TANDARD 


STATISTICS COMPANY, Ine. 


345 HUDSON STREET, NEW YORK 
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SERVING AMERICAN BANKS 


IN 29 COUNTRIES 


Complete correspondent services available to 
American banks through an extensive branch 
system in Canada, Latin America and Overseas. 


Over 600 branches in Canada and Newfoundland; 44 branches 
in Cuba, Puerto Rico, Dominican Republic, Haiti, British 
and French West Indies and 21 branches in Central and 
South America. Also in London and Paris. Enquiries invited. 


THE ROYAL BANK 
OF CANADA 


HEAD OFFICE, MONTREAL @ ASSETS OVER $900,000,000 
New York Agency, 68 William Street 


GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating foreign made automotive vehicles. 
wholesale distribution and retail The business consists of invest- 
sales of the following products of ments in selfdiquidating credits, 
General Motors Corporation and widely diversified as to region 
its world-wide affiliates: CADILLAC, and enterprise, capital employed 
LA SALLE, BUICK, OLDSMOBILE, being in excess of $80,000,000. 
PONTIAC,CHEVROLET automobiles; In obtaining short term accom- 
PRIGIDAIRE appliances for refrig- modation, GMAC issues one stan- 
eration and air conditioning; dard form of note. This obliga- 
DELCO lighting, power tion it offers to banks 
and heating equip- -NERAI] and institutions, in 
ment; GMC trucks; MOTORS convenient maturities 


BEDFORD, VAUX- a inati 
. U INSTALMENT and denominations at 
HALL, OPEL, BLITZ— current discount rates. 
PLAN 
These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK ¢ BRANCHES IN PRINCIPAL CITIES 


JUST A MINUTE—Continued 


Government Competition 


A Kansas banker speaks: 


To the Editor: 

I happen to be one banker who is heartily 
sick and tired of competition offered by the 
Federal Government. I refer to the Post 
Office which pays more interest on deposits 
than a well run bank can afford to pay in 
these times; and on the other side of the 
question to the FHA which offers mortgage 
loans with a 25-year term which, because of 
my training, I feel have no place in the 
assets of any bank. We confine our mortgage 
loans to terms of five years, occasionally go- 
ing up to six or seven years, but with pay- 
ments in each case. 

The press of the nation and certain high 
Government officials, back in 1932, 1933, and 
1934, severely censored banks for making 
mortgage loans, for any term, and now the 
Government has done a complete about face 
and urges banks to go up to 25 years. 

In my opinion the FHA has lowered the 
value of every old house in Topeka; and 
there are many houses for rent. This is be- 
cause the FHA payments are so low that peo- 
ple can build and own a new house with 
less cost to them per month than the rent 
they would have to pay for an old house. 
Naturally, the owner of an old house has to 
put his rent way down or else his house will 
stand vacant indefinitely. 

I am very much opposed to the FHA, al- 
ways have been, and was greatly disap- 
pointed when Congress extended the life of 
the FHA for two more years, a few months 
back. 

MACFERRAN, JR., President 
The State Savings Bank, 
Topeka, Kansas 


A Word About Travel 


APPRECIATION FOR the article “Serv- 
ice for Vacationing Depositors” by 
Mavrice F. Biourn in the October 
issue is expressed by Horton S. ALLEN, 
Jr., acting supervisor of the New York 


**]’m sorry, but I’m putting my money 
in the bank across the street. Their 
vault door is three inches thicker”’ 


d 
1939 Barres Sundhcate. World riches reserved 
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office of the United States Travel 
Bureau. The Bureau is part of the Na- 
tional Park Service which in turn is 
under the Department of the Interior. 

“We hope,” says Mr. ALLEN, “that 
this article will serve to induce many 
banks in the country to take up the 
promotion of travel as an integral part 
of their operations. Mr. Blouin’s pi- 
oneering efforts along this line are 
greatly appreciated by the Bureau.” 


Some Recent Anniversaries 


LOCATED DIRECTLY opposite the 
United States Treasury in Washington, 
D. C., the American Security and Trust 
Company is starting its 51st year of 
service in the capital city. From the 
$18,870 in deposits it had in December 
1889, the bank has grown to an institu- 
tion which through its five offices 
handles more than 80,000 accounts and 
some $51,000,000 in deposits. Total 
resources approximate $60,000,000. Its 
50th anniversary fell on December 9, 
1939, 

* * * 

FOUNDED WHEN the United States 
was 38 years old, The Delaware County 
National Bank of Chester, Pennsyl- 
vania, celebrated its 125th anniversary 
on December 5. The bank has played an 
important part in the development of 
Chester from a tiny farming village to 
an important industrial center, famous 
for its manufactured products. During 
the past several months a number of 
outstanding exhibits have been dis- 
played in the bank’s lobby as features of 
the anniversary year. A special com- 
mittee of staff members was in charge 
of the observance and many Chester 
industries cooperated. 

* * * 

Tue First NATIONAL BANK of Mount 
Vernon, New York, 50 years old on 
November 25, distributed a 60-page 
souvenir booklet interweaving the 
bank’s history with that of the city. 
The booklet was illustrated with 24 
full page pen sketches which have ap- 
peared from time to time in the bank’s 
local newspaper advertising. The insti- 
tution had 12 accounts, with deposits of 
$2,461.40, at the end of its first day’s 
business. Its accounts now number ap- 
proximately 17,500, with deposits ex- 
ceeding $12,200,000. 

* * * 

THE VALLEY NATIONAL BANK, larg- 
est financial institution in Arizona, 
marked the 40th anniversary of its 
founding in the week of November 4 to 
12 with a celebration that began with 
the presentation of birthday cakes to 
customers and visitors, and ended with 
a two-day meeting at which directors, 
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officers and branch managers discussed 
present day banking problems and re- 
called the institution’s early days. The 
bank’s home office is in Phoenix. 

** * 

THE First NATIONAL BANK & TRUST 
Company of Minneapolis celebrated its 
75th anniversary on December 12. A 
commemorative dinner dance for em- 
ployees of the bank and its affiliates was 
a feature of the observance. The bank 
originated in the private banking firm 
of Sidle, Wolford & Company, obtain- 
ing a national charter in 1864 as the 
First National Bank of Minneapolis. It 
now has deposits of about $150,000,000 
and resources of $166,000,000. 


Dr. Togo Almost Does a 
Post-Mortem 


To Editor BANKING Book, with Happy 
New Year Salute. 
Dear Ed.: 

Do not fret self—here are (Atten- 
tion, Hon. Printer, slant letters com- 
ing!) NOT Big Predict for 1940. Ex- 
perience with this sort of service one (1) 
yr. ago now lead writer to slogan thusly: 

“He Who Undertake Part of Fore- 
caster May Find He Forecast Under- 
taker—For Reputation.” 

(Ed.: If this look ungood, please 
omit.) 

Well, other day yesterday (now I 
come to point of Letter) I peck Essay 
out on typewriter (advt.) for purpose 
of sending to you. But when it are done 
I decide to unsend. 

For why? Well, it were very dark 
piece, and enough gloom are present 
without boost in supply from me. 

In case you have curious feeling re 
Essay, will say it were Review of Nine- 
teen-Thirties. If you are not too old 
(advt?) you will have good remember 
of how Nineteen-Thirties were to look: 
New Era, Everlasting Boom, Hon. Steel 
at 550, Weeks of Two-Days-Work-Five- 
Days-Playgolf, Republicans Forever, 
etc. 

Well, one thing turn out o.k. Good 
boom occur per schedule, but with re- 
verse english downwards. 

Also, two-day week happen for some 
folks and no-day wk. for 13,417,298 
others (no guaranty on figure). New 
Era job are quoted on “when any” 
basis. 

So New Era are for New Lows only, 
and get self swapped for New Deal. 

You agree there are no reason for 
big post-mortem. This writer will un- 
operate. 

Now he are through and finish up 
with 

so long 
Toco, Jr. 


BUY YOUR PAPER 
SHREWDLY, TOO!! 


UNtess you are a great deal dif- 
ferent than other bankers, you devote 
much of your time and energy to the 
proper handling of your bank’s Bond 
Account. Perhaps you employ the ser- 
vices of an investment advisory service 
to help you make those important 
decisions today that will affect your 
bank’s condition in a month, in six 
months, in six years. At any rate, you 
recognize the importance of doing this 
part of your job well. And you are 
shrewd at your task or you wouldn’t 
still be at it after the ten difficult 
years just past. 

There is an opportunity to be just 
as shrewd in another branch of your 
business without the expense of an 
advisory service, without endless 
study, without a large element of 
doubt. We speak of the purchases of 
your bank’s paper requirements. A 
small matter to be mentioned on the 
same page as your Bond Account, but 
nevertheless a very important one. 

Executive letterheads, bank letter- 
heads, bank drafts, cashier’s checks, 
notes, liability ledger sheets, collateral 
register sheets, all permanent records’ 
forms, all forms that are actively 
handled every day and any other 
paper needs that call for paper that 
looks good, that is strong and per- 
manent — they all call for the right 
kind of Rag Content Paper. To be 
certain that YOUR paper require- 
ments are being handled as shrewdly 
as your Bond Account, standardize on 
the complete line of fine Rag Content 
Business Papers known as Permanized 
Papers. Ask your printer to show you 
samples of the Lo designed to look 
right and to stand the strain of today’s 
swift and vigorous business methods. 


Permanized Papers are manufactured 
exclusively by 


WHITING-PLOVER 
PAPER COMPANY 
Stevens Point, Wisconsin 
71 Murray Street, New York City 


I would like to have a co 
new Whiting-Plover Portfolio of Engraved 
Letterheads so I can see your version of 
effective letterheads on Permanized Papers. 


(Please attach coupon to your 
Bank letterhead) 
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Books for Winter Evenings 


Portrait of the Elder 
Morgan 


J. Pierpont Morgan: An Intimate 
Portrait. By HERBERT L. SATTERLEE. 
(Macmillan, New York, $3.75.) 


R. MORGAN and his son-in-law, 

Mr. Satterlee, were sitting in the 

financier’s beloved Library one 
Monday morning in early January 
1913. “The Commodore”, in his arm- 
chair before the fire, had had his 
breakfast and was smoking. After 
several minutes of silence Mr. Satterlee 
said: 


“Commodore, how much would you give 
for a complete life-story of your grandfather, 
John Pierpont?” 

“What?” he said, turning in a startled 
way. 

The question was repeated. 

He looked at me searchingly for a minute 
[writes Mr. Satterlee] and then said slowly, 
“T would give anything that I have got in the 
world.” He then asked quickly, “‘Why?” as if 
he expected to be told that such a story was 
in existence and could be bought. 

“Well,” I answered, “that is just the way 
your grandchildren will feel about your life- 
story in the years to come. No matter what 
they may have in the way of money or pic- 
tures or books or land or houses or anything 
else, they would give anything to have a com- 
plete, true record of your life.” 

He resumed his gaze into the fire and 


smoked for some time without speaking. 
Then he turned with a smile and said, ‘‘ Well, 
if you feel that way about it, why don’t you 
write it?” 


This the son-in-law did, and here is 
the book, more than a quarter century 
after Mr. Morgan’s death. Thus de- 
layed, it meets the financier’s conditions 
that his life story never appear as a 
serial, and that it be not published 
“until long after I am gone and people 
understand better about some of the 
things they have been making a row 
about.” 

Mr. Satterlee has done his work well. 
Rich in anecdote and incident that 
could only have been reported by one 
who was close to Mr. Morgan and who 
had access to the family papers and 
diaries, the book portrays the man his 
family and intimate friends knew—the 
man “very different from ‘the news- 
paper Mr. Morgan’ and from the one 
depicted in several of the books that 
have been written about him.” 

In short, here is not so much J. P. 
Morgan, financier, as J. P. Morgan, 
human being. 

The story is told chronologically from 
the banker’s birth at Hartford, Con- 
necticut, in 1837, to his death less than 
three months after he had permitted 
Mr. Satterlee to “do” his life. Using 


this method, the author sets down the 
important episodes of Mr. Morgan’s 
business career as they come, inter- 
spersed among family affairs, travel, his 
active interest in the Episcopal Church, 
his worldwide search for the pictures, 
manuscripts and books that went into 
his collections. (One couldn’t really 
know Mr. Morgan well, says the pres- 
ent author, unless he saw him in the 
West Room—the sanctum sanctorum— 
of the Library.) 

John Pierpont Morgan’s life encom- 
passed the period of America’s growth 
to greatness, and his paramount thought, 
says Mr. Satterlee, was always the up- 
building of the country. Certainly no 
industrial or financial figure was more 
important to or more closely identified 
with that growth. Among his many ac- 
tivities recounted here in some detail are 
his part in the expansion of our railroad 
system, the gold crisis of 1894-95, the 
organization of the steel industry, the 
Panic of 1907. 

Of equal or even greater interest to 
many readers, however, will be Mr. 
Satterlee’s reporting of innumerable 
little incidents and conversations that 
give the portrait line, character and 
color, and recall Channing’s remark: 
“One anecdote of a man is worth a vol- 
ume of biography.” 


News from the Lobby Libraries 


OR the benefit of readers who want further word on how the Lobby Libraries 

are working out, BANKING reports the impressions of the three banks that have 
been experimenting with the plan. From these observations, it appears that it 
isn’t hard to get the books back, that the affairs of the Library do not involve much 
work, and that customers and banks are well pleased. 

‘“‘The books generally stay out a week, and we have no difficulty getting them re- 
turned,” writes A. T. Davey, president of the First National Bank and Trust Com- 
pany of Northport, New York. This bank, which promptly added several titles to the 
shelf of seven volumes BANKING sent as material for the experiment, plans to add 
a few more books each month until it has built a sizable list of titles. Mr. Davey 
says comment on the Library has been favorable. He finds that the books do not 
require much attention. 

Fleetwood Bank, Mount Vernon, New York, tells its book borrowers that they 
can return the volumes in a week. In most instances, reports John M. Squiers, 
vice-president, ‘‘they have kept them a little longer.”” The Library has caused no 
inconvenience, nor has it required much attention. Mr. Squiers believes it would be 
advisable to have a larger number of books on hand. 

The third bank, Closter (New Jersey) National Bank and Trust Company, had 
not, at the time of writing, “had occasion to request the return of a book, as those 
who keep them overtime have reported to us voluntarily and requested extension of 
time.” George J. Taylor, cashier, says most of the book loans have been made after 
the bank called customers’ attention to the Library. This it does in the course of 
casual conversation. 

Many banks have sought information about the Lobby Library idea from 
BANKING. We're pleased to answer questions. 
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CUSTOMER-READER 


This snapshot shows the Lobby Library 
corner in the First National Bank and 
Trust Company of Northport, N. Y. 
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What Price Gold? 


Golden Avalanche. By FRANK D. 
GRAHAM and CHARLES R. WHITTLESEY. 
(Princeton University Press, Princeton, 
New Jersey, $2.50.) 


Two Princeton economists, examin- 
ing our gold problem realistically, find 
that it “defies justification on any ra- 
tional economic grounds” and that 
“whatever defense there is of it must 
rest on political considerations.” 

How? Well, it happens (they say) 
that the chief beneficiaries of our gold- 
buying policy are the democracies, Ger- 
many’s opponents. In effect gold be- 
comes the instrument whereby we are 
“strengthening the economic, political 
and military position” of those nations. 
If this is our objective, “candor suggests 
that the alliance be openly admitted.” 
If we haven’t that aim, ‘“‘it must mean 
that we are stupidly persisting in an 
error lauded by its beneficiaries abroad 
and accepted by us at home because we 
do not perceive its stupendous cost.” 
For it is true, affirm Messrs. Graham 
and Whittlesey, “that our gold policy 
is today a means of implementing an 
unseen alliance between the United 
States and the other great democracies, 
which is not the less powerful because 
it is unseen.” 

Prior to our entry into the World 
War we helped the Allies by lending 
them money. Inasmuch as it might be 
hard to market belligerents’ bonds 
again, the buying of gold is probably 
the easiest way to maintain our neu- 
trality and also supply the Allies. “It 
does not follow, however, that in the 
long run it would prove any more profit- 
able than was the sale of goods on 
credit, or, indeed, than it would be to 
give the goods to them outright. But it 
would at least preserve the pretense of 
complying with the rules of interna- 
tional law.” 

This happens to be the newsiest point 
in a plain-spoken little book that re- 
calls—as do the authors in their pref- 
ace—the British economists’ half-play- 
ful suggestion in ’23 that Europe send 
her monetary gold to us and then go off 
the gold standard permanently. The 
uselessness of our gold, the folly of per- 
petuating our policy, its inflation 
threats, its costs and its benefits to al- 
most everybody except ourselves, as 
well as the fundamental bases of the 
problem, are looked into. 

The authors are in Princeton’s eco- 
nomics department. Mr. Graham has 
been economic adviser to the Federal 
Farm Board, secretary of the Commis- 
sion of Financial Advisers to Poland, 
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and a member of the Commission on 
Cuban Affairs. Mr. Whittlesey has been 
on the staff of the Pacific Northwest 
Banking School, the U. S. Tariff Com- 
mission, and the Hines-Kemmerer Com- 
mission to Turkey. 


Business Histories 


Casebook in American Business His- 
tory. By N.S. B. Gras and H. M. Larson. 
(F. S. Crofts & Company, New York, 
$5.) Two professors in the Graduate 
School of Business Administration, Har- 
vard University, here try an interesting 
experiment in textbooks. They examine 
43 cases or problems, all but five from 
American experience, and study the de- 
cisions and actions taken by business 
administrators, seeking thereby to pro- 
vide material for training men to be 
better executives. 

The core of business, say the authors, 
is administration, and the best way to 
study it is through the individual busi- 
ness man or business. A wide variety of 
material and approach is employed in 
presenting the various cases. 


Miscellaneous 


The Labor Act: Is It Tolerable? By 
Tuomas H. Siusser, Chicago, $1. Mr. 
Slusser, a Chicago lawyer, subtitles his 
study “A practical view of the National 
Labor Relations Act and Its Adminis- 
tration.” His purpose is “without pas- 
sion or prejudice, to attempt a realistic 
appraisal of the practical working of the 
Act, the meaning of some of the deci- 
sions of the courts construing it, and its 
place and bearing in the American sys- 
tem of constitutional freedom.” There 
are many quotations from opinions of 
the Supreme Court of the United States. 
Mr. Slusser believes public opinion will 
supply the remedy for defects in the Act 
and for any unfairness or partisanship 
in its administration. ; 

American Bank Reporter. (Charles 
Steuer Press, Inc., New York, $10.) 
Here, as of November 1939, is a handy 
compendium of information about the 
banks—all of them—in the United 
States and Canada. 

What Will Social Security Mean to 
You? By Brion H. Francis. (American 
Institute for Economic Research, Cam- 
bridge, Massachusetts, $1.) Here is an 
explanation of a complex law. It tells 
how the old age pension and insurance 
features function, discusses the public 
health and public assistance provisions, 
effects of the Act on business, and calls 
attention to changes that probably will 
be desirable. Numerous examples are 
used to point up the exposition. 


J. PIERPONT MORGAN 
1837-1913 


An Intimate Portrait 
by HERBERT L. SATTERLEE 


“Rich in anecdote, in pictures of 
personalities, and in vigorous 
accounts of financial and indus- 
trial battles, but most successful 
in its rendition of Morgan.” — 


Allan Nevins $3.75 


JOURNAL AS 
AMBASSADOR 
TO GREAT BRITAIN 


by CHARLES G. DAWES 


The record of Mr. Dawes tour 
of duty at London in the period 
between 1929 and 1932 when the 
financial crises here and abroad, 
the Manchurian conflict and 
other vital issues were in being. 

$5.00 


all bookstores, or from 


THE MACMILLAN COMPANY 
60 Fifth Avenue, New York 


THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2% )on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on January 2, 1940, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on December 8, 1939. The 
stock transfer books will remain open. 


L. H. LinDEMAN 
Treasurer 


THE EBB and FLOW of 
INVESTMENT VALUES 


By EDWARD S. MEAD 

and JULIUS GRODINSKY 
Two leading authorities present in 
this important book a revolutionary 
theory of the investment values of 
the securities traded in on the New 
York Stock Exchange. $5.00 

At All Booksellers 


D. APPLETON-CENTURY COMPANY 
35 West 32nd St., New York 


149TH Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


November 28, 1939 


YOUR BOARD AND THE 
NEW DEVELOPMENTS 


Well-informed directors are pillars of 
strength. BANKING has a group subscrip- 
tion plan, by means of which your bank 
can supply this magazine to members of 
your board. The cost is negligible. 
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COMPACT—This new Burroughs fits any cage, 
requiring little more counter space than a letter- 
head. Convenient fo carry from window to 
wiridow, desk to desk. 


FAST INSERTION AND ALIGNMENT—Quick 
and accurate insertion in a single motion. Fast, 
positive alignment. 


FLEXIBLE— May be used for any passbook post- 
ing, including small loans, Christmas clubs, 
school savings and mortgage loans. At slack 
periods serves as a fast, practical adding ma- 
chine for all types of miscellaneous figure wark. 


LOW IN PRICE—Far lower in price than any 
other window-plan machine. 
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\ Really Low-Priced 
indow-Plan Machine 


FOR POSTING SAVINGS 
PASSBOOK AND LEDGER 


For years banks have wanted a really low-priced machine for post- 
ing savings passbook and ledger at the window. Burroughs now 
meets this demand with a machine priced far below any other 
window-plan machine ever offered—one which also provides such 
well-known Burroughs advantages as compactness, speed, ease 
of operation, flexibility and the standard bank keyboard. 


Due to this new machine’s amazingly low price, any bank may 
now provide a machine at each savings window regardless of fluc- 
tuating volume and peak periods. Machines not required continu- 
ously at the window may also be used for any adding or subtracting 
jobs around the bank. 


For complete information about this new window-plan machine, 
get in touch with your local Burroughs office, or write direct to— 


BURROUGHS ADDING MACHINE CO., 6301 SECOND BLVD., DETROIT, MICH. 


Burroughs 
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Engaged for half a century 
in making men and their 
enterprises more secure. 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 


FIDELITY, SURETY AND BANKERS BLANKET BONDS e BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 
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Banking Enters the Forties 


By WILLIAM B. MUNRO 


The author is a member of the board of directors of the 
Security-First National Bank of Los Angeles. He is also 
professor of history and government at the California Institute 
of Technology. For many years he was professor of government 
at Harvard University and a member of the board of directors 
of the Cambridge Trust Company. 


AM not a banker and never have been one. Sometimes I 

feel rather glad of it. On the other hand it has been my 

good fortune to have served as a bank director during 
almost 25 years, and for most of that time I have sat every 
week at a loan committee meeting. In this way I have 
learned how full of perplexities the daily routine of a bank 
officer is, and how seldom the public appreciates his varied 
tribulations. The ordinary operations of banking seem to 
most of the bank’s customers to be perfectly simple: the 
bank takes its depositors’ money with one hand and loans it 
out with the other. It exacts more interest on loans than it 
pays on deposits; the difference is profit and goes to the 
stockholders in dividends. It is all very simple, or so it 
appears to the average customer. 

Yet after a quarter of a century of close association with 
this business I am often shocked by my own illiteracy in 
matters which relate to its technique. But I have at any rate 
gained some impressions by sitting on the outside, looking 
in, and I am going to set them forth even though they will 
doubtless be, like most laymen’s impressions, somewhat 
blurred and out of focus. 

Now the first and strongest of these impressions is this: 
that bankers must nowadays accept a wholly new orienta- 
tion. They must unlearn an old philosophy and learn a new 
one. They must realize that control of credit in the United 
States has become governmentalized. It is no longer a matter 
of economics but of politics. For a hundred years we have 
gone on the principle that the chief, and in fact the only, 
function of a bank was to serve the economic needs of its 
own particular community. Today this is no longer true. The 
primary function of the banks, as Washington now sees it, 
is to help the national government carry out such financial 
policies as the administration may decide to be in the interest 
of the country as a whole. Local self-government in banking 
has become a thing of the past. Banks have become agencies 
of the national Government almost to the same extent that 
post offices are. Banking and credit in the United States, 
whether we realize it or not, have been put on a virtually 
totalitarian basis. 
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Not only does the national Government control and regu- 
late: it has itself gone into the banking business in a direct 
and comprehensive way. It controls the Federal Reserve 
System. It has glutted the banks with its obligations. It has 
power to devalue the dollar and to issue billions of green- 
backs. It has sponsored the insurance of deposits. It guaran- 
tees loans. Through the R.F.C., the H.O.L.C. and other 
agencies it is lending money to the extent of billions. It 
operates a postal savings bank which in volume of deposits 
is the largest savings bank in the country. All this represents 
a great transformation in the actualities of American bank- 
ing and one which many bankers, I fear, do not yet fully 
appreciate. It means that credit and banking operations in 
the United States must inevitably be influenced by political 
considerations, for no government, however earnestly it may 
try, can keep itself clear of this pressure. Banking and credit 
in this country are no longer a branch of economics; they 
have become entangled in the network of politics, as they 
were in Andrew Jackson’s time, a hundred years ago. - 

Governments in all ages, for example, have been inclined 
to favor the borrower, the debtor class. This is not because 
debtors are always the more numerous class among the 
voters but because they are the most articulate. They make 
the loudest outcry. Millions who are in the creditor class, the 
holders of insurance policies, for example, do not realize 
where they belong. The man who has a $1,000 mortgage on 
his home and a $5,000 policy on his life usually thinks of 
himself as a debtor, not a creditor. 

It therefore becomes the policy of government to keep the 
rate of interest down. This is especially so when, as is now 
the case in the United States, the government itself is a 
large borrower. 


Il 


Bor if interest rates stay at their present low level, how 
are banks going to get their earnings? The answer to this 
question, as I see it, is that in earlier days the banks got too 
large a share of their earnings from interest on loans. They 
burdened the borrower too heavily and treated the depositor 
with far too much consideration. Ten years ago the depositor 
not only got interest on his balances but was permitted to 
have an excessively active account without paying for what 
this excessive activity cost the bank. He might even have a 
special checkbook printed for him free of cost at the bank’s 
expense. Meanwhile the borrower paid 7 per cent for his 
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loans and was supposed to ask for no favors. He was the 
forgotten man of the pre-depression era. 

Today, of course, all this has changed. The borrower is the 
man whom the manager rushes to greet with a welcoming 
handshake when he comes in the bank lobby. The depositor 
has been put back where he belongs. He no longer gets any 
interest on his daily balances or indeed on any commercial 
balances, and very little does he get on his savings account. 
And if his account is active in deposits or checks (or both) he 
finds himself debited with a charge for each transaction 
above the reasonable limits fixed by the size of his average 
balance. 

That is as it ought to be. Banks are service institutions. 
Their function is not only to lend money but to take money 
and hold it at the depositor’s convenience. For this con- 
venience he, the depositor, ought to pay what it costs. Go 
into any bank and figure what proportion of the staff are 
serving depositors and what proportion are giving their 
attention to loans. You will quickly conclude that if the 
depositor is not paying a very sizable proportion of the 
bank’s expenses he is getting off too easily. 

So service charges, it seems to me, are the answer to the 
question: How are banks going to earn their dividends if 
interest rates on loans and investments stay low or go 
lower? Charges should be made for every form of bank 
service that does not pay its own way. Of course it will take 
a little time to work out a technique whereby service 
charges can be exactly proportioned to both service and cost. 
And it is also true that the public, having been schooled for 
sO many years in the habit of getting service for nothing 
will react against now having to pay for it. Nevertheless 
they will learn. But measured service with proportioned 
charges has become the almost universal rule in all other 
fields. Even telephone calls, in most of the large cities, have 
been put on a measured service basis—so much per call 
above a stated number. 

Today, in most of the larger banks throughout the United 
States, service charges to depositors form a large increment 
in the gross annual earnings. In some banks almost half the 
dividend comes from this source. That would not have been 
true anywhere ten years ago. Nevertheless the drift is in the 
right direction. From the standpoint of both economics and 
equity it is entirely justifiable. So long as the depositor’s 
balances could be quickly reinvested at profitable rates he 
was entitled to some special consideration, no doubt, but 
with interest rates on short-term investments what they are 
nowadays he is hardly entitled to very much. Service 
charges, I suspect, are here to stay and there is more likeli- 
hood that they will be extended than that they will ever be 
abolished, even if interest rates go up again. 


III 


One of the questions which often perplexes a layman in 
relation to the practice of banking relates to the general 
attitude of a bank officer with respect to the merits of the 
numerous loan proposals which come to his desk. It goes 
without saying that in these days every potential borrower 
should receive a cordial greeting and a sympathetic hearing. 
Even when his application does not seem, on the face of it, 
to possess much merit, an effort should be made, a genuine 
effort, to see whether there is any possible way in which 
merit can be put into it. A bank officer does not need to put 
on dark-blue glasses every time he sits down to review a 
prospective borrower’s statement. 

The public does not always realize what an important 
part the banks and their officers take in various forms of 
community service. They are liberal subscribers to public 


Know Human Nature 


AS a college teacher who has had to read a great many 
examinations in his day, I know that it makes all the 
difference in the world whether you are looking for an 
excuse to pass the student (especially if he is on the 
football squad), or whether you are trying to find a good 
reason for flunking him. I suspect it is the same way 
with bank officers in making loans. The merits of a loan 
application depend, not largely of course, but to some 
extent, on the initial approach. I know that I speak a 
commonplace, but one which cannot be too often re- 
iterated, when I say that there is no profession which 
makes more exacting demands on a man’s knowledge of 
human nature than that of a bank officer. And there is 
none that calls for a more continuous appreciation of 
the other fellow’s point of view. 


causes of every sort, whether civic, philanthropic or educa- 
tional. To community enterprises everywhere they contrib- 
ute their full share, and sometimes more. Bank officers and 
employees have been as active as any other class in helpful 
public and semi-public organizations of every kind. One 
might even say that in proportion to their numbers they 
have probably been more active than any other single 
category of citizens. Their service in this respect has been of 
real value to the bank, it seems to me, but not primarily for 
the reason usually given, namely, that by such contacts 
they make friends and bring in business. No doubt they 
attain that result in varying degrees but it is a secondary 
consideration. 

The principal value comes to the man himself. The 
voluntary service which he gives, at personal sacrifice, to 
any worthy organization is bound to have a beneficent re- 
action upon his own ideals, character and temperament. 
Having to work with others, who do not necessarily share his 
point of view, will make him more discerning and more 
tolerant. It will teach him that human nature is the most 
interesting study on earth, and that one can spend a whole 
lifetime without really understanding it. 

Men in the banking profession probably realize better 
than almost any others that these are difficult and perplexing 
times. Historians are well aware that we are in a transition 
era; there have been a number of such eras in history and 
they are always disturbing. We like what we have grown § 
accustomed to; nobody relishes being torn loose from the 
habits of thought that he has been building up for years. 
Yet upheavals through which the world is now passing are 
not usually so bad as they seem to those who experience 
them. One of the comforts of being a historian is that no 
matter how bad things may look at the moment you can 
always go back and find a time when they were a good deal 
worse. And civilization survived. 

The new era which we have entered will compel changes 
in our ways of life and probably in our social philosophy. But 
it will not make the old virtues obsolete. Honesty, industry 
and thrift will still be in demand, for nothing that calls itself 
civilized life can ever be based on any other foundations. 
Good will and good humor, with a desire to serve one’s fellow 
men, will find appreciation in any social order, whatever its 
form may be. On a hot Summer night it takes a thunderstorm 
to clear the air and provide a morning that brings relief 
from sweltering. That may well be true of the travail 
through which the world is now passing. 
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Banking’s Survey 


Real Estate Prices and Rentals 


Question No. 1—What Are the Prospects Regarding Real Estate Prices and Rentals 


in Your Area?—Is the Trend Up or Down? 


Last month BANKING published introductory material con- 
cerning its study of real estate trends as seen by banks through- 
out the country. Analyses of the remaining five questions will 
be published in later issues. 


ide survey of real estate conditions is indicated by the 

final returns. Of the 3,500 questionnaires sent out, 

BANKING received 2,068 responses, or 60 per cent of the 

total. These responses came from all the 48 states and 

therefore represent a cross-section of opinion that is worthy 
of critical consideration. 

In answer to Question No. 1, “What Are the Prospects 
Regarding Real Estate Prices and Rentals in Your Area?— 
Is the Trend Up or Down?”’, the returns indicate that the 
trend is definitely an upward one. Only one section, the 
Pacific States, discloses a trend that is stationary. The table 
below shows the figures in percentages as revealed by the 
replies. 


Tre unusual interest shown by bankers in this nation- 


NORTH CENTRAL |MIDDLE ATLANTIC] SOUTH ATLANTIC 
STATES STATES STATES 


Replies % 


Pp 326 
Slightly Up 131 
Stationary 176 

76 


45.8 


709 


SOUTH 
CENTRAL 
STATES 


NEW 
ENGLAND 
STATES 


PACIFIC 
STATES 


PLATEAU 
STATES 
Replies % |Replies % |Replies% /|Replies % 
P 89 42.8] 102 
Slightly Up....| 44 21.2 36 20 26.0} 19 
Stationary 33 15.9 54 ; 26 33.7| 20 
42 20.1 15 ; 7 #91 9 


24 31.2} 24 33.3 
26.4 
27.8 
12.5 
Totals 208 100. 


207 100. 77 100. 72 100. 


In order that the data revealed may be more critically 
examined, the geographical groupings have been broken 
down into individual states of each group, with returns of 
each state shown. 
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North Central States 


TREND 


UP SLIGHTLY UP| STATIONARY 
Replies % /|Replies% /|Replies% /|Replies % 
North Dakota. . 1 
South Dakota. . 


33.4 
20.0 
10.0 
21.3 
49.0 
72.8 
42.9 
33.2 
56.5 
44.0 
54.0 
56.2 
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From Nebraska comes the statement that “severe drouth 
of past years keeps prices of real estate stationary.” Another 
report says that “land costing $100 per acre is now being 
offered at $20.” Kansas sends in the following comments: 
“Increased taxes are shooting rentals up,” “old dwellings 
are a drug on the market,” “farm lands scheduled to increase 
in price because of oil prospects.” On the other hand, other 
observations are: “Rise in real estate depends on fair prices 
of farm products,” and “Poor crop prospects in this wheat 
country.” Minnesota reports that “liberal F.H.A. loans 
make old houses a drug on the market,” and that there are 
“many requests to rent on shares.” While there is “little 
building activity,” a “brisk demand for farms is in evidence.” 


Middle Atlantic States 


TREND 


Total 
Replies 


UP SLIGHTLY UP] STATIONARY 
Replies % |Replies% /|Replies % 


68 46.6) 31 21.2 28 
43 50.5 11 12.9] 25 29.6 
105 45.5 56 24.2) S2 22.5 18 7. 


DOWN 
Replies % 


New York 19.2 19 13. 


Pennsylvania... 


New York bankers make the following observations: 
“There is a shortage of good moderate-priced homes”’; 
“Business buildings and high-priced homes show few trans- 
actions”; “Sales jeopardized through H.O.L.C. bargain 
prices.” 

From New Jersey comes this reply: “Renting is particu- 
larly good. Real estate, however, is not moving. The pres- 
sure of offerings on the market from liquidating institutions, 
and excessive taxation, preclude the possibility of moving 
properties except at ridiculous prices.” A contrary opinion 
states: “Rentals are definitely static, there being no evidence 
whatever in the northern New Jersey area of any increase.” 
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A Pennsylvania banker writes: “In our city there is an 
actual shortage of homes, and, as a consequence, rents are 
much higher than they ordinarily should be.”’ One comment 
states that there is “too much F.H.A. activity.’ Another 
says, “There is steady increased demand for modern, renta- 
ble property.” A third, “Sales are throttled by H.O.L.C.” 
An optimistic note is sounded in this comment: “Real 
estate is not active enough, although there is a marked 
tendency toward an active coming year.” 


South Atlantic States 


TREND 
UP SLIGHTLY UP] STATIONARY 
|Replies % |Replies % |Replies % 


Total 
| Replies 


DOWN 
Replies % 


14.3 | 
15.0 
20.0 
10.5 


West Virginia..| 16 57. 
Virginia.......| 32 80 
Delaware 5 50 
Maryland......| 14 73. 
North Carolina.| 16 61. 
South Carolina.} 14 
Georgia 13 
16 
Alabama 15 
Mississippi.....| 19 
Tennessee 23 
Kentucky... .... 16 


coo 
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Some very pertinent observations have come from bankers 
in this section. A banker in Florida writes: ‘‘ We are a tourist 
city. Rentals vary with seasonal business. The trend of real 
estate prices is upward and has been for the past four years.” 
Virginia comments: “Desire for rentals exceeds supply in 
homes and good property.” 


South Central States 


TREND 


| UP 
|Replies % 


Oklahoma | 19 43.3 
Arkansas 20 66.7 8 26.7 1 
Louisiana 7 38.9 6 33.3 5 
| 21 18.1 21 


|SLIGHTLY UP| STATIONARY| DOWN | Total 
|Replies % |Replies % Replies % | Replies 


9 20.4 6 


The division of opinion is evident in the replies from the 
above states, although, as the figures show, the tendency is 
“up” as in the previous groupings. 

Pertinent observations from these states throw considera- 
ble light on this question. A banker in Texas writes: ‘“ Be- 
cause of the large number of new residences being built, 
largely under the F.H.A. plan of financing, supply is fast 
outrunning demand; hence, the conclusion must be that the 
trend of prices and rentals for residential real estate must be 
downward.” From Oklahoma come two contrary opinions: 
“We think the trend is ‘up.’ Real estate has been too low. 
The United States Government is appraising much sub- 
marginal land in this county, with intention to purchase.” 
“ The trend is down, but prospects good for prices and rentals 
even though we have had an increase of 400 or more newly 
constructed residence properties within the last 18 months.” 


New England States 


UP SLIGHTLY UP] STATIONARY 
|Replies % /|Replies % |Replies % 


Total 
Replies 


DOWN 
Replies % 


New Hampshire| 11 of 7 30. ; 23 
Vermont....... 7 18. 16 
Massachusetts..| 36 43. 27. "82 
Connecticut....| 28 56. 18.0 | 50 
Rhode Island... 5 a 


Connecticut reports the real estate trend “definitely 
upward,” with an “increase in employment of factory 
labor.” Other comments from this state are: ‘‘Great real 
estate activity near New York boundary because of new 
Merritt Parkway”; “Rentals too high in good buildings for 
average family’’; “Increased taxes and demands of labor are 
a deterrent.” From Maine: “Individuals having an income 
that would warrant paying an investment rental are building 
small modern homes, and the year now closing has shown the 
largest amount of new construction for the past ten years.” 

Massachusetts reports: “Demands for good rentals ex- 
ceed vacancies, but no activity in old property”; ‘Large 
amount of distressed real estate’; ‘‘No new construction 
due to high labor costs”; ‘‘High valuations and tax rates 
detrimental to real estate.” 


Pacific States 


TREND 


UP SLIGHTLY UP| STATIONARY DOWN 
Replies % (Replies % Replies % (Replies % 


| Total 
| Replies 


Washington....; 12 50.0 | 24 
Oregon 2 38.3 33.3 6 
California. 21.3 15 47 


A California banker writes: “Real estate prices are sta- 
tionary at the present time. Considering today’s business 
conditions I would not desire to express an opinion of the 
possible trend. In view of new home construction, rentals 
will not increase. Owners of apartment houses, flats, etc., 
are now suffering from lack of tenants and decreased rentals 
on account of new construction.” Another banker states: 
“New structures get long-term loans and cheap interest | 
rates, making old structures a drug on the market.” A 
comment from Washington is: “Rise is due to increase in 
Public Works projects.” From Oregon comes the statement 
that “improved conditions in real estate are due to the 
Government’s building dams.” 


Plateau States 


TREND 


UP |SLIGHTLY UP| STATIONARY DOWN | Total 
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While the returns from the Plateau States are meager, 
the trend seems to be consistent with the results disclosed in 
the other sections of the country. 

Idaho sends this comment: “ Rise is due to better commod- 
ity prices, increased wages and employment.” From Mon- 
tana comes word that “good agricultural land tends toward 
better conditions.”” A Wyoming banker writes: “State is 
holding its own now, but it is looking for decided reduction 
when spending orgy ceases.” A Nevada item says that “real 
estate prices are slightly up and rentals are a ‘little high’, 
due principally to the increased working of the copper in- 
dustry.” Utah states that “there is too much F.H.A. 
financing,” but ‘“‘general conditions are a bit better.” In 
Colorado “rentals are already at the peak—dare not rise 
more.”’ Arizona observes that “real estate will continue to 
rise as long as copper stays at 11 cents.” 
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The Job for Bank Movies 
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come By MILTON WRIGHT 
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is ex- Having been admitted to the bar as a young man, Mr. Wricut the nation is throbbing. To an intelligent man, nothing 
arge § promptly chose a newspaper career. However, for the past could be so informative or so interesting. 

ction @ several years he has been engaged in publicity and public rela- Maybe so. But the rest of the population doesn’t feel that 


tions work. In his varied activities he has used, and has had a 
hand in making, a number of educational moving pictures. He 
discusses here the possibilities of this medium for banks. 


N the vast structure of industry and trade which we have 
raised in modern times, the bank is the keystone. Take 
away the bank, and the whole arch collapses. 

Fortunately, progressive bankers are beginning to realize 
that it is a public duty to acquaint the public with the rdéle 
that banking plays in the modern scene. They have a mes- 
sage to give the public, and, through a number of channels, 
they are giving it. They are using printed advertising of 
several varieties, lectures, displays and radio talks. One of 
the most interesting and useful of them all is motion pictures, 
particularly if used in connection with short talks on ap- 
propriate subjects. 

In the educational possibilities of the movies I am a firm 
believer. I know what they have been doing for the medical 
profession, for the motor car industry, for steel, food and 
drugs. I believe they can do even more for banking. 

One of the peculiar advantages of movies is that you can 
convey an impression without the difficulty and disadvan- 
tage of putting your idea into words which may be subject to 
dispute. It isn’t half so impressive for you to say, “The Such- 
and-Such Company could not perform its manufacturing 
and distributing operations were it not for the smooth work- 
ing of the banking system,” as it is to reel off a motion picture 
that makes that same interdependence dawn upon the reader 
with all the force of a discovery which he himself makes. 
The possibilities are many and great. 

While bankers can use motion pictures to good advantage, 
it should be remembered that there will be little public rela- 
tions benefit if the pictures have been made to please bank- 
ers. It would be all very pleasant for an association of bank- 
ers to sit in a darkened room and watch a picture of banking 
routine as it is gone through in one of the country’s leading 
financial institutions, but it would also be very unimportant. 
Bankers are already sold on the importance of banking. 

No; if a motion picture about banking is to serve a useful 
purpose, it must be aimed at people who are not bankers, 
and the less they know about banking, the more important it 
is for them to see the picture. 

If we can show how the far-flung enterprises of the nation 
are indissolubly tied up with the operation of the banking 
system, we are doing something to keep our country from 
sliding off its firm foundation. It is to people who don’t 
understand banking that we must show these things. 

If we are to have pictures that show the importance of 
banking, then, you might think, the pictures ought to show 
in elaborate detail the workings of a bank. Pictures of that 
sort, however, would defeat the purpose. To the dyed-in-the- 
wool banker, banking is the most fascinating business there 
is. With his finger on the pulse of commerce, he feels that he 
knows more intimately than anyone else just how the life of 
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way. To the average person, banking is a dry-as-dust profes- 
sion, not at all interesting or important in itself, but a neces- 
sary nuisance which, from time to time, is incidental to other 
activities more intimately related to his own interests. People 
just don’t care very much for banking, and they’re not 
especially desirous of learning the minutiae of banking 
operation. 

With people feeling that way, it is hardly worth while to 
show them what goes on behind the bank’s cages. True, you 
can’t teach them banking without going into details, but 
then we have no desire to teach them banking; there are 
enough bankers now. What we do want to accomplish is to 
show them how banking is tied up inextricably with the life 
about them, that it is indispensable to the things they see 
going on, that banking means something to them. 

One important question that arises is as to the kind of 
audience at whom to aim the picture. To make it for bankers 
might be interesting, but it would be futile. The same thing 
might seem to be true of business men’s organizations, al- 
though in lesser degree. Members of chambers of commerce, 
of Rotary and Kiwanis, are reasonably well convinced of the 
value and importance of the banking system. They hardly 
need to be converted, although they probably would welcome 
the information such pictures would give them. 

The ideal audience would be made up of persons who are 
not sufficiently informed: to evaluate adequately the impor- 
tance of the banking system, and yet who, nevertheless, will 
have a voice in forming or empowering policies which will 
shape the destiny of the banking system. This, of course, 
means voters, both present and future. Pictures to build 
good will for the banking system could be shown advan- 
tageously to almost any group of men, women or children. 

It is of students I am thinking most of all—students in 
high schools and colleges especially. They are in process, 
right now, of getting information, forming opinions, and 
developing a philosophy to guide them when they take their 
places beside the rest of us to keep the wheels of commerce 
and industry turning. Motion pictures can’t do the whole 
job of making them see clearly and think straight, but they 
are going to help mightily. No other one tool, I believe, is 
going to be as effective in building good will for our banking 
system as motion pictures. 


ONE of the causes of our economic, social and political 
troubles—and it is a cause that is going to loom increas- 
ingly greater as time goes on, unless we do something 
about it—is the fact that people know too little about the 
reason for our banking system. They take it too much 
for granted. They have a tendency to push it around, to 
flatten it and pinch it and squeeze it out of shape to try 
to make it fit some ill-considered scheme for social bet- 
terment or political advantage or economic gymnastics. 
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Mr. Apams, who is an investment analyst in a large bank, 
continues his hypothetical studies of a bank’s investment 
problems. 


T last week’s meeting, the investment committee of the 
Excelsior National Bank adopted a set of 20 Invest- 
ment Resolutions for 1940. 

The Excelsior National is an $8,000,000 bank. Loans and 
discounts amount to less than one quarter of total resources. 
United States Government securities comprise about half 
of the investment portfolio and the remainder consists 
chiefly of corporate bonds, with a few Canadian and mu- 
nicipal issues. Deposits are about equally divided between 
checking and savings accounts. From the standpoint of 
capital protection, the bank is in a strong position. 

The president, Mr. Harris, is the active executive officer 
of the bank. Two of the other directors, Mr. Phelps and Mr. 
Williams, know something about securities and, together 
with Mr. Harris, constitute the investment committee. The 
committee has complete authority to formulate bond policies 
and to execute purchases and sales. 

At the last committee meeting, Mr. Harris presented a 
detailed report covering changes that had been made and 
results that had been achieved in the investment account 
over the past five years. On the whole, the record was not 
too bad. Nevertheless, careful scrutiny revealed a number 
of shortcomings that might be corrected in the future if a 
different procedure were to be followed with respect to in- 
vestment supervision. 


THE PROBLEM OF SECOND GRADE BONDS 


ONE stubborn fact was that little progress had been made 
toward eliminating second grade bonds. The worst mistake 
had been made in 1936 when orders had actually been 
entered to sell most of these items at definite prices. These 
sale orders had then been cancelled because it was felt that 
the market would go still higher. At the end of 1937, of 
course, these bonds showed a substantial depreciation. 
During the past two years practically all of them have been 
held in the hope that they would eventually recover in price. 
The truth is that several issues are quoted lower today 
than at the end of 1937 and the average quality of the list 
is still unsatisfactory. The first of the resolutions adopted 
were designed as an approach to this problem: 

1. All undesirable holdings are to be reviewed each week by 
the investment committee and special consideration shall be 
given to the advisability of selling any issue that has been ad- 
vancing in price. 

2. “Liquidating prices” for these items are to be established 
by the committee and these prices shall be reviewed each month 
by the committee. 

3. A list of these holdings with proposed liquidating prices 
is to be submitted to our city correspondent for comments every 
three months. 

4. The president is to sell any securities which reach the 
liquidating prices established by the committee and he may use 
his discretion in selling a few points lower if he sees fit. 
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20 Investment Resolutions 


By E. SHERMAN ADAMS 


5. Upward revisions of liquidating prices shall not be effec- 
tive until they have been passed upon by the board of directors. 

These were only a start. It was clear from the record that 
many headaches could have been avoided and better results 
achieved if the committee had followed a consistent plan for 
investing available funds. To remedy this situation, it was 
resolved that: 

6. During the next six months the investment committee 
shall formulate a written statement of ultimate aims and policies 
to be pursued with respect to investments. 

7. At the beginning of each quarter the committee shall set 
temporary objectives toward which to work during the subse- 
quent three months. 

It was agreed that this written investment program would 
have to be flexible. If it should at any time prove to be 
unsatisfactory, it could be amended by the committee. The 
program and any future amendments were to be passed 
upon by the board. 

The next logical problem was to plan the practical pro- 
cedure for accomplishing the objectives that were to be 
fixed. Mr. Harris had seldom made changes in the portfolio 
without first obtaining specific approval by the committee. 
Going back over the record, this seemed to have been a 
mistake. In general, the function of the committee should be 
to formulate policies. The president should be empowered 
to take action consistent with those policies. What was 
needed was a better definition of responsibility: 

8. The president is to have full authority for handling the 
portfolio within the limits prescribed by the objectives and 
policies adopted by the investment committee. 

9. He is to follow the issues held, check with our city cor- 
respondent for advice and act upon such advice without 
specific authorization by the committee unless it conflicts with 
the expressed attitude of the committee. 

10. He is to make a thorough analysis before buying any 
corporate or municipal bond and no issue which is not recom- 
mended by our city correspondent or which is rated lower than 
“A” by any of the services can be purchased without the 
approval of the committee. 


VISIT THE CORRESPONDENT 


MR. PHELPS pointed out that their correspondent had re- 
peatedly urged them to make greater use of its complete 
investment facilities. He suggested that the members of the 
committee should plan to visit the city bank in the near 
future to find out just how they might best avail themselves 
of this assistance. Pending the results of that discussion, it 
was decided that: 

11. The president is to visit our city correspondent to discuss 
investments at least twice a year and more frequently if pos- 
sible. 

12. The entire bond list is to be submitted to our city cor- 
respondent for review at least every three months. 

13. Reports on these reviews are to be furnished to the board 
and any sale recommendations which are not executed are to be 
passed upon by the board. 

Mr. Williams then made the point that they should furnish 
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Investment Supervision Schedule 


DAILY 


Assistant cashier works two hours a day preparing lists and re- 


ports, keeping up records, analyzing securities, noting news 
items, etc. 


President may sell undesirable holdings at or near liquidating 
prices set by the committee and may execute other sales in line 
with “quarterly objectives”. 


President may buy bonds after investigation if they meet cer- 
tain requirements and fit “quarterly objectives”. 


President may check with city correspondent and, in most in- 
stances, act upon advice received. 


WEEKLY 


President informs the committee regarding any developments 
relating to the bank’s investments. 


Committee may authorize purchases and sales within limita- 
tions of written investment program. 


Committee reviews all undesirable holdings. 


BI-WEEKLY 


Committee reviews entire bond list accompanied by various 


summaries, gives special consideration to issues moving out of 
line marketwise. 


their correspondent with adequate information relating to 
their investment requirements. He proceeded to outline the 
type of material that he had in mind: tabulations showing 
the trend of each major classification of assets and liabilities 
over a period of years, an analysis of loans and discounts, 
an analysis of deposits, a summary of the bank’s earnings 
situation, and so forth. 

When he had finished, Mr. Phelps remarked that perhaps 
the committee itself should have more complete data of 
this kind as a basis for formulating investment policies and 
objectives. It was true, of course, that the members of the 
committee were familiar with all these factors in a general 
way. Nevertheless, it might prove to be very helpful to 
maintain a compact set of records for summarizing such 
information in a manner especially designed to bring out its 
bearing upon the bank’s investment needs. So the wave of 
reform produced the following: 

14. The president shall be responsible for the development 
and maintenance of adequate records covering factors relating 
to the bank’s investment requirements and covering the bond 
portfolio itself. 

At this point Mr. Harris entered a protest. Looking back 
over the 14 resolutions that had been adopted, he saw that 
most of them added up to a considerable amount of work 
- for the president. He objected that it was more than he 
could possibly handle in addition to his other duties as chief 
executive officer. Mr. Williams and Mr. Phelps, who sym- 
pathized, hit on the idea of having John Wilson, assistant 
cashier, take on most of the additional work. So a New 
Year’s resolution was adopted for John Wilson: 

15. The assistant cashier is to work on investments at least 
two hours each day excepting Saturday. 

The committee began to plan what John would do. He 
could prepare the list of undesirable bonds that the com- 
mittee was to receive every week. He could get together 
information regarding bonds to be considered for purchase. 
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MONTHLY 
Committee reviews liquidating prices for undesirable holdings. 


Any upward revisions are passed upon by the board. 
Report on portfolio is submitted to the board. 
Committee reviews investment resolutions. 


QUARTERLY 


Entire bond list giving liquidating prices for undesirable hold- 
ings is submitted to city correspondent for review. 


This review is summarized for the board and unexecuted sale 
recommendations are passed upon. 


Committee sets “quarterly objectives” for next three months. 


Fourth membership on the committee is rotated. 


SEMI-ANNUALLY 
President visits city correspondent. 


Committee reviews written investment program. 


ANNUALLY 
Year-end report presented to the board. 


Committee outlines objectives for coming year. 


He could keep up to date all the records that were to be 
worked out covering the bond account and the bank’s in- 
vestment needs. 

A few additional points suggested themselves and these 
were embodied in three more resolutions: 

16. A record of all transactions in the bond account shall be 
prepared every month for the board of directors. 

17. A complete list of all holdings, together with summaries 
showing clearly the composition of the portfolio, shall be re- 
viewed by the committee every two weeks. 

18. Special attention shall be given to any issue that appears 
to be moving out of line with market trends. 


SUPERVISION CHECKUP 


TO check on the completeness of these 18 resolutions, Mr. 
Harris drew up an “investment supervision schedule” as 
shown above. He then listed the duties of the assistant 
cashier, the president, the committee and the board. 

Mr. Phelps observed that everyone except the other mem- 
bers of the board was going to learn a lot about investments 
during 1940. The board would receive certain reports, to be 
sure, but the chances were that these would not mean a great 
deal to most of the members. This led to a suggestion by Mr. 
Williams which met with unanimous approval: 

19. The investment committee shall be enlarged to four mem- 
bers, the additional membership to be rotated at the end of each 
quarter. 

Under this plan, every director would serve on the invest- 
ment committee for a period of three months once every two 
years. It was agreed that this would be an excellent way to 
give the other directors some investment experience. 

That made 19 resolutions. It was an odd number. It was 
Mr. Phelps who suggested a twentieth: 

20. The president shall see to it that these investment resolu- 
tions are carried out and shall read them aloud to the committee 
at least once every month—“‘lest we forget”. 
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Unemployment Compensation 


The author, a member of the New York Law firm of Saxe, 
Cole and Anderson, writes frequently for BANKING on bank 
legislation, particularly taxation, on which he is a noted au- 
thority. He was chairman of the Committee on Taxation of 
the New York State Constitutional Convention of 1915 and 
also of 1938. A short additional discussion of this subject, by 
Mr. SAXE, appears on page 82. 


S of January 1, 1940, national banks and state member 
banks of the Federal Reserve System are brought 
within the provisions of the Federal Social Security 

Act by the amendments of 1939 to that Act. 

Notwithstanding the term “‘contributions”’, as used in the 
Federal Social Security Act, meaning payments required by 
a state law to be made into an unemployment fund on ac- 
count of employing individuals, this article is concerned with 
an introductory inquiry into state unemployment insurance 
fund systems from the standpoint of taxation of banks. In 
Carmichael v. Southern Coal Co., 301 U. S. 495, 508, the 
Supreme Court, referring to a state unemployment compen- 
sation law adopted in conformity with the Federal Social 
Security Act, observed, ‘“‘ we see no reason to doubt that the 
present statute is an exertion of the taxing power” and 
again, “the present levy has all the indicia of a tax”’. 

In the field of social economics unemployment compensa- 
tion is designed to mitigate the problem of unemployment. 
The United States approached this with a system whereby 
the Federal Government took the lead in imposing a 3 per 
cent payroll tax and then provided that there might be offset 
against this a credit up to 90 per cent if the employer paid a 
contribution or tax under an approved state law. Thus there 
sprang up 51 separate systems to cover each of the states, 
the District of Columbia, Alaska and Hawaii, whereby 
employers might take advantage of this credit provision. 
Additional credit under the Federal tax made room for a 
statewide system of merit or experience rating so that the 
objective of stabilization of employment in industry might 
be developed. 

Under the Federal Social Security Act as amended the 
taxing sections have been embodied in the Internal Revenue 
Code. Banks having eight or more employees are taxed by 
the United States 3 per cent on wages paid to each employee 
up to $3,000 in any one year. By Section 1601 of the Internal 
Revenue Code the taxpayer may take credit against the 
Federal tax of the amount paid into a state unemployment 
fund under the state unemployment compensation law up to 
90 per cent of the Federal tax. This section also allows 
additional credit by providing in effect that when, under 
merit or experience rating provisions in state laws, state 
payments are reduced, an amount equal to the reduction is 
deductible. With respect to national banking associations 
and other privately owned Federal instrumentalities, Section 
1606 of the Internal Revenue Code expressly conditions the 
state taxing power by providing against discrimination, so 
that where the rate of contribution under the state law is 
uniform upon others, no greater rate of contribution can be 
imposed upon such instrumentalities and if the state rates 
are determined separately for different classes the determi- 
nation shall be based solely upon unemployment experience 
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and other factors bearing a direct relation to unemploy- 
ment risk. 

Section 1602(c) of the Internal Revenue Code contains the 
state standards and definitions of the various types of funds 
and accounts used in unemployment insurance systems, 
throughout the states, which must be complied with in order 
to obtain the additional credit above set forth. 

The “pooled fund” is an unemployment fund into which 
the total contributions of persons contributing thereto are 
payable, all the contributions being mingled and undivided, 
and compensation therefrom is payable to all who are éli- 
gible. In the straight pooled fund no provision is made for 
reducing an employer’s contribution rate in accordance with 
his contribution and benefit experience. Consequently in 
order to give recognition to a low unemployment risk the 
majority of states have provided for a pooled fund as the 
basis, with separate employer accounts set up as a measure 
for merit or experience rating purposes. 

The “reserve account” is a separate account in the unem- 
ployment fund maintained with respect to an employer 
from which account is paid, unless exhausted, all compensa- 
tion payable on the basis of services performed for the em- 
ployer. Thus, although contributions of employers are 
mingled for investment and deposit purposes, they are kept 
in a separate account, like a bank account, and are used only 
to pay benefits to one’s own laid-off employees. The rate of 
contribution varies inversely with the size of the reserve 
account. Wisconsin is one of the few states which have 
adopted the separate employer-reserve account system, and 
Wisconsin accompanies this with a small balancing account 
consisting of certain earnings and interest on delinquent 
payments and balances in reserve accounts one year after the 
employer ceases to be subject to the Act. 


HOW “PARTIAL POOLS” WORK 


A “PARTIALLY pooled account”’ means a part of the fund 
where all contributions are mingled and undivided but from 
which part compensation is paid only to individuals who 
would have normally received their compensation from a 
(1) reserve account or (2) a guaranteed employment account 
but for the exhaustion or termination of such accounts. A 
system combining employer-reserves with the partially 
pooled account has been used in a few states, where the par- 
tial pool consists of 4 of the employers’ contributions and 
the remaining 5 are contributed to the employers’ account. 
Thus out of the partial pool are paid benefits to those workers 
when the accounts of their former employers have become 
exhausted. 
A “guaranteed employment account” means a separate 
account in an unemployment fund maintained by an em- 
ployer whereby the employer guarantees in advance at least 
30 hours of work at stated rates for each of 40 weeks in the 
year to each employee and gives security or assurance satis- 
factory to the state agency for the fulfilment of the guaran- 
ties. Compensation is paid from the account, unless ex- 
hausted or terminated, to a laid-off employee when the 
guarantee is not fulfilled. Guaranteed accounts have not 
been widely endorsed. California and Indiana provide for 
guaranteed employment accounts in addition to their sys- 
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Plans 


By MARTIN SAXE 


tems and Florida has recently adopted provision for them. 
Minnesota, however, has deleted provisions with respect to 
these accounts. One of the objections, of course, has been the 
large guarantee which few employers could undertake. 

In 1936 Duke University Law School, in its publication of 
Law and Contemporary Problems—Unemployment Com pensa- 
tion, published an article on “State Pool Plan and Merit 
Rating” which contained observations of interest to bankers. 
An excerpt therefrom, relative to merit rating, follows: 


‘*. . . . To what extent the possibility of reducing the payroll tax 
in the indefinite future from 3 % to 2% and 1% and eventually abol- 
ishing it altogether—to what extent that will actually prove an in- 
ducement, is a problem in industrial psychology not easily answered. 
What it obviously will do is to offer a fairly definite promise of a 
reduced rate, not to the good and efficient employer but to the indus- 
try which normally has a low unemployment risk. Assuming on the 
basis of British experience that the banking business is such, the bankers 
may look forward to accumulating that necessary reserve within two or 
three years, and then being relieved of further payments, at least for 
many years, not because they are good and efficient bankers, careful of the 
interests of their staff, but merely because they are bankers. . . .” (Italics 
supplied.) 


BANKS’ IMPORTANCE AS EMPLOYERS 


THE relative importance of banking institutions as em- 
ployers may be noted in The Census of Business, 1935—Banks 
of the United States Department of Commerce. These figures 
indicate that out of a total of 19,581 banks reporting in the 
United States the number of employees amounted to 266,458, 
receiving a total annual payroll of $487,694,572. National 
banks constitute a large part of this picture, for out of a total 
of 6,725 national banks reporting, the total employment was 
114,102 with a payroll of $211,944,367. A 3 per cent payroll 
tax therefore amounts to an item for careful consideration 
by bankers. 

From the unemployment insurance laws in most of the 
states it appears that a reduction of contributions is effected 
under three types of funds—employer-reserve funds, em- 
ployer-reserves with partial pooling, and pool funds with 
merit rating. The employer-reserve account system, referred 
to above, was established in Wisconsin and was followed in 
Nebraska. The statistics of Wisconsin are of interest and 
importance for several reasons. This is a pioneer state in the 
field of unemployment insurance and consequently merit or 
experience rating has reduced the rate of contribution for 
1938 and thereafter, while most of the other states will not 
see reductions before 1941 or 1942. It is to be noted that the 
minimum rate in Wisconsin may be reduced to 0 per cent. 

From statistics compiled by the Industrial Commission of 
Wisconsin in 1939 it appears that out of 60 national bank 
accounts in the state 27 were allowed the reduced rate of con- 
tribution of 1 per cent and of the commercial banks in the 
state two were down to the minimum of 0 per cent. In 
Indiana, which uses the employer-reserve system with par- 
tial pooling, statistics based on the ratio of contributions paid 
in to benefits paid out up to the present time indicate that 
unemployment in financial institutions is only about one 
seventh of covered unemployment throughout the state. 

In the latter part of 1939 a survey of the systems in opera- 
tion throughout the United States discloses that the pooled 
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fund with separate employer accounts for merit or experience 
rating (frequently referred to as the Ohio System) has been 
most widely adopted as a means of effecting a reduction of 
contributions. This system is based in most instances on three 
years of benefit experience. It is claimed to combine the ad- 
vantages of the employer-reserve system in differentiating 
employer contributions and the pooled fund system in 
spreading the wide sharing of risks. The basis of this system 
is a ratio arrived at by dividing the excess of contributions 
credited to the employer’s merit rating account over benefits 
paid out to an unemployed worker by the average annual 


payroll of the employer. Hence the formula of the employer’s 
reserve-ratio is 


Contributions credited minus benefits charged 
Average annual payroll 


Statistics furnished to the Arizona Bankers Association 
(Arizona is a state which operates under this system) showed 
that for the first six months of 1939 the Arizona Unemploy- 
ment Compensation Commission paid an average of 81 cents 
in benefits out of each dollar collected. During this period 
the benefit payments to finance company employees (which 
is the segregation in which banks are believed to be the most 
important contributors) was 42 cents out of each dollar of 
payment received. But merit rating in Arizona will not begin 
until 1941, when the maximum rate will be 3.6 per cent and 
the minimum will be 1 per cent. 

One of the difficulties with all merit or experience rating 
proposals is to find a simple formula satisfactory to all classes 
of employers which arrives at a ratio fairly reflecting their 
experience in unemployment. Thus if an employee is laid off, 
the question arises as to how many of his former employers 
should be charged with this social responsibility. Conse- 
quently any plan satisfactory to all employers might prove 
too cumbersome to administer. Always, in so far as national 
banks are concerned, we must bear in mind the Federal 
limitation that where merit or experience rating is involved, 
if the rates are determined separately for different persons, 
the determination shall be based solely upon unemployment 
experience and other factors bearing a direct relation to 
unemployment risk. 

It would seem evident that banks in general have a low 
unemployment risk. Therefore unless some system of merit 
or experience rating is adopted in each state, banks as em- 
ployers will be paying a tax representing more than their fair 
share of the burden of unemployment. 

Twelve states in 1939 operated pooled funds without a 
fixed date for commencing merit rating. The states of 
Georgia, New York, Pennsylvania and Virginia have no 
merit or experience rating systems although in some of them 
the matter is being studied. Four more states—Maine, 
Maryland, Mississippi and Rhode Island have pooled funds 
with separate accounts, which records are being used for 
such purposes as classifying employers, studying merit or 
experience rating, or determining its feasibility, and which 
will be the basis for subsequent reports by the respective 
state commissions. The four additional states of Alabama, 
Idaho, Montana and Washington formerly had merit rating 
but it was omitted in recent amendments and a further study 
of the subject is being undertaken. It appears that merit or 
experience rating has been handicapped in some states be- 
cause of administrative difficulties. 

It remains for bankers to do their part in developing the 
merit or experience rating plans in unemployment compensa- 
tion systems for their respective states, with the assurance 
that by reason of their low unemployment risk they will 
not have to sustain any unfair burden in payroll taxation. 
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The Catch in “Cash and Carry” 


By HERBERT M. BRATTER 


Mr. BratTeR, @ noted student of international monetary 
matters, writes frequently for BANKING from Washington. 


N our current national groping for a neutrality formula, 
decision is being facilitated by the use of slogans. Rally- 
ing cries are quite natural in times of general public 

debate. They simplify difficult decisions. “54-40 or fight”’, 
“He kept us out of war”, “Make the world safe for democ- 
racy”, -“Roosevelt or ruin”. Alliterative phrases have 
helped make American history. 

In the current national neutrality dilemma, new clichés 
of thought are circulating. “Cash and carry” combines the 
concepts of good sense and good business. “Create markets 
with our idle gold” plausibly appeals to practical minds. 
“Every help short of war” gives comfortable expression to 
the average American’s underlying unneutrality. 

But the businessman should be wary of oversimplified 
sayings. Such mottoes, as is inevitable, too easily sift the 
issues. Their beauty, unfortunately, is in some respects only 
skin deep. 

For example, there is a catch in “cash and carry”. Con- 
sider its business implications. They are one thing for any 
individual American businessman, and a quite different 
thing for the sum total of all American businessmen, which 
is the nation. 


AFTER THE WAR, WHAT? 


TO the individual businessman selling to belligerents, cash 
on the barrelhead is the ideal way of doing business. “Cash” 
means dollars to him. It means a bigger bank balance, more 
money for payrolls. It means more jobs in the local commu- 
nity, more profits for the partners or the shareholders. There 
is no business and no community which cannot use more 
dollars. Any business that does not involve us in war seems, 
therefore, to be good business. 

There is, however, the long-range consideration: ‘What 
will a lot of war orders do to our productive activities when 
the war inevitably ends?” Over-exertion now calls for 
over-relaxation later. 

We all remember what 1914-18 dislocations in our produc- 
tive capacity did to us in the 1921 and 1930 depressions. 
Here is a most important implication of “cash and carry” 
which we should always keep in mind. 

There is still another implication which we ought to 
ponder. The “cash” of “cash and carry” may mean more 
“dollars” to the businessman. To the nation it means more 
gold. The businessman has current uses for more “cash”; 
but this nation has no current use for more gold. In the last 
analysis, it is mainly with gold that the belligerents acquire 
the dollars here to use in time of “cash and carry”. Toa 
foreigner an ounce of gold, since 1934, buys 35 dollars. It 
buys $35 worth of American wealth. 

Yet can this nation in turn get $35 worth of foreign wealth 
for this same gold? In theory, yes. But in practice, no. 

Ever since we devalued the dollar and so increased, by 69 
per cent, the price we offer for gold, the yellow metal has 


been pouring into this country. A year after we devalued the 
dollar we had over $8,000,000,000 of gold Today we have 
$17,000,000,000. In active 1929 we got along quite nicely, 
thank you, with $4,000,000,000 worth. And that was before 
we learned how to economize on the use of gold. 

Much of the gold inflow since 1934 has come seeking refuge 
from war. Foreigners put money on deposit in Wall Street 
banks, or bought our stocks and bonds. Those foreign-owned 
assets in the United States are now at the disposal of the 
belligerent governments, exactly as if those governments 
themselves had been sending the gold here all these years to 
use in time of “cash and carry”. 

The economic question involved in “cash and carry” is 
what we are going to do with billions more in gold, when a 
great part of our present $17,000,000,000 stock is idle, un- 
needed, and potentially inflationary. 

Certainly we have had no use for more gold “cash” in our 
domestic economy since our 1934 inflation. Our Federal 
Reserve member banks today hold $5,500,000,000 of 
reserves in excess of legal requirements. The approximately 
$2,000,000,000 of gold in the Stabilization Fund is nearly 
all idle, and indeed $1,800,000,000 of its gold has never been 
touched since 1934. In addition, the Treasury holds nearly 
$200,000,000 of idle gold in its general fund. 

Thus this nation could easily dispose of $7,500,000,000 of 
gold without causing a financial ripple. Yet “cash and 
carry” trade with belligerents may in due course bring 
another $5,500,000,000 or more to that Kentucky tomb. 

Some people think we should use some of our surplus gold 
in Latin America, which cannot increase its imports of 
American merchandise because it has not the necessary 
dollar exchange or “cash” to pay. This suggestion sounds 
plausible, because we have too much gold, and of course 
we’d like to sell more goods abroad. 

From the economic standpoint, advocates of this policy 
seem not to think the matter through. How could Latin 
Americans use any gold we should lend them to buy our 
goods, unless they sent the gold straight back to us? And 
if they sent it back, our gold stock would not be diminished, 
but our increased exports would be financed through new 
loans to Latin Americans. In other words, such use of gold 
sounds like hocus-pocus. 


Modern Mercantilists 


Economists now know how shortsighted were the old 
mercantilists who welcomed an outflow of goods, if only 
hard cash flowed back. Yet we.are still very much a 
nation of modern mercantilists who look upon selling 
almost as an end in itself. “ Doesn’t selling make jobs? 
What difference that the United States already holds 
three-fifths of the world’s gold?” “Trade” should be 
an exchange of goods Yet to most of us it is simply 
“selling”. 
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Talking Shop 


A Bank’s Modern Tools Il 


By E. S. WOOLLEY 


This is the second in a series of articles by Mr. WooLLey, 
bank analyst, on the work that is being done by the producers 
of bank equipment to help banking institutions increase their 
operating efficiency. The story he tells here is based on in- 
formation obtained from the Burroughs Adding Machine 
Company. 


LL that the human mind can do with figures is to “add 
to” and “take from”. No matter how much progress 
is made into the realms of higher mathematics, this 

basic principle remains true. 

It has been the recognition of this fact which has enabled 
those whom we call geniuses to devise the machines that have 
relieved men of most of the irksomeness of figuring. 

Figuring and typewriter machines were about the only 
office machines available until 1913, when the first practical 
posting machine was released to banks. 

It may come as a surprise to many present day bank 
bookkeepers to know that only 26 short years ago there was 
no such thing as a bookkeeping machine. Prior to this time 
all transactions were posted by pen and ink. The most com- 
mon practice was to use a large columnar book, known as 
the “Boston ledger,” into which everything was entered, 
including the individual credits and debits to the depositors’ 
accounts. 

These books were so clumsy and the sheets so extended 
that mistakes were frequent. Statements were often delivered 
to customers with the lettered notation, “E and O E”, 
meaning, “Errors and Omissions Excepted.” 


IF WE HAD NO MACHINES 


TRY to visualize a bank being conducted that way today, 
with no telephone or other means of rapid communication, 
with hand-written letters copied on a letter press, with 
checks taking weeks instead of hours to clear between coast- 
line cities, with no calculating machines, coin counters, time 
recording devices, or bookkeeping machines. Statements 
would again have to be marked, “E and O E.” 

The first bookkeeping machine in 1913 was, of course, a 
very crude affair when compared with the bookkeeping ma- 
chines of today. The accumulated register, permitting the 
adding of checks and deposits while posting, did not make its 
appearance until ten years later, and it was three years after 
that before more than one such total could be accumulated 
simultaneously. 

It was not until 1928 that basic strokes were eliminated in 
the taking of totals, permitting such totals to be taken with 
one stroke of a lever. With all the automatic features of pres- 
ent bookkeeping machines it is hard to conceive how the 
bookkeepers of yesterday were ever able to balance and go 
home to their families. The tremendous increase in bank 
activity makes it doubtful that they ever would balance if 
the methods of yesterday were reverted to in the posting of 
commercial depositors’ accounts. 


January 1940 


Today the amount of the checks, deposits, balances and 
record of the number of items handled divided into their 
respective classifications, all jump into their proper places at 
the mere pressure of a button. The machine does all the 
figuring work, keeps an accurate tally of each item and then 
swings back again into position for the next operation. 

The most recent machine for use in this department also 
shows the amount of the “uncollected funds” on the ledger 
sheet of each account. This is placing the information where 
it is needed. It enables the bookkeeper to detect immediately 
such items. Paying against uncollected funds is, to all intents 
and purposes, lending money without interest. 

With all this information on the ledger sheet of each ac- 
count the work of analysis is greatly facilitated and costs are 
reduced. Keeping all related information in one place, rather 
than having it scattered in many places, is one way to reduce 
costs. 

These posting machines for demand deposit accounts are 
only one of the hundreds of types of office machines that are 
in use today, making the clerical work of banks and business 
easier and more accurate. One company alone produces over 
450 models with over 2,000 features and tens of thousands of 
different applications. 


PROTECTION FOR TELLERS 


ONE of the most recent of these for use by banks provides a 
three-way protection over every transaction passing through 
a commercial teller’s cage. Those in the bank who receive 
and pay out money have the right to be protected from any 
misunderstandings in the handling of their transactions. 

Safeguards against all the various factors are provided by 
this new teller’s machine. It provides an immediate total 
against which the cash received must balance, as well as 
compiling a locked-in printed record of all transactions. 
Work in ‘making up the teller’s blotter is minimized through 
the information available with this machine. 

Definite proof is provided that every deposit was put 
through on the day on which it was made. Every item 
handled during the day is accounted for and there is daily 
proof that every receipt given depositors agrees with the 
bank’s records. Delays due to slow movement of the items in 
the tellers’ cages are also reduced, making for a faster, 
smoother flow of work in all departments. 

The depositor is given absolute assurance that the de- 
posit will be entered on the bank’s records that day and that 
his pen and ink figures on the deposit ticket are correctly 
copied by the bank. He has the further assurance that any 
deposit made to his account by someone else was actually 
received by the bank. 

Passbooks or duplicate deposit tickets can be handled 
with equal facility and rapidity. It therefore aids in giving 
fast window service and so keeps waiting lines at a mini- 
mum. Quick service is something which everybody likes. 
It is one of the outward signs of efficiency. The tellers’ win- 
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dows come in contact with most of the depositors who, to a 
large extent, measure the service of their bank by that which 
they receive at those windows. 

The machine is also available at any time during the day 
to act as a miscellaneous adding machine without interfer- 
ing with the locked-in cash total. 

American banks have pioneered in the use of machine 
equipment. It was not until after they had been used in the 
United States for some time that they appeared in foreign 
countries. In fact, most of the business machinery inventions 
have originated in this country. 

Today the adding function is but a by-product with 
many machines, some of which supply the answers to com- 
plicated mathematical problems with incredible speed. 

No longer can a few lonely inventors supply the needs. 
Invention has become a business. “Invention depart- 
ments” employ many keen minds while “future demand 
divisions” are constantly on the alert to supply not only 
the wants of today but to anticipate those of tomorrow. 

Many sources provide inspiration to these ‘“‘future de- 
mand divisions’’, yet a great deal of it comes direct from 
bankers themselves. One banker has a problem that he 
wishes to solve, so he calls in the machinery manufacturers 
and asks their aid in solving it. 

No problem is confined to one bank. If it exists in one 
bank, other banks can benefit from its solution. So voicing 
their problems is one way in which bankers can serve the 
cause of better banking. 


NEW TIMES, NEW MACHINES 


ANOTHER way that new machines come into existence is 
to meet the requirements of changing times. The increasing 
volume of small loan business in banks has necessitated the 
production of a new low-cost machine which combines 
features and advantages heretofore found only in the higher 
priced equipment. Such a machine has only recently been 
placed on the market. 

Actually it is composed of two machines, one for prelisting 
the balances throughout the life of the loan or any of the 
many different instalment loan plans and the second for 
recording the payments. Both of the machines post the 
ledger sheets and customers’ passbooks simultaneously. A 
third copy may also be added if it is desired for any purpose. 

The payment recording machine posts the amount and 
provides a detailed journal and locked-in cash total at the 
same time. The amount placed in the machine is unchange- 
able until both the receipt and ledger have received an 
original entry, assuring agreement between the bank’s and 
the borrower’s records. 

Where two tellers use one machine the two totals are auto- 
matically accumulated to provide separate control figures 
against which each teller’s cash must balance. In banks 
where the machine has already been installed experience has 
shown that the entire operation at the window requires only 
a few seconds, so that customers are served quickly and pay- 
ment lines move rapidly. 

Another machine along the same lines which has recently 
been placed on the market brings the advantage of machine 
equipment at low cost to the savings departments of smaller 
banks. 

This machine posts the depositors’ passbooks and ledger 
cards simultaneously but does not have the locked-in fea- 
tures for audit control purposes that are used on the small 
loan machines. However, as it is designed principally for the 
smaller banks in which the investment in an expensive type 
of machine would be unwarranted, this deficiency can be 
easily overcome. 
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THIS is the day of the machine in the home, in the 
factory and in the office. The oven turns off when 
the meat is cooked and the toast pops up when it is 
browned to individual taste. 

Factories are producing more and better mer- 
chandise than thousands of human hands could 
have made at the turn of the century. The high 
standard of living enjoyed today makes such pro- 
duction methods necessary. The use of automo- 
biles, radios, refrigerators and many other com- 
modities would be greatly restricted if it were not 
for the modern methods of manufacture. 

The same thing is true with banks. To make 
banking services available to the greatest number, 
banks must first avail themselves of the modern 
equipment which will permit them to produce the 
greatest quantities at the minimum cost. 


In such banks the tellers usually make out the vast major- 
ity of deposit and withdrawal tickets. A very effective con- 
trol feature, therefore, can be evolved through having these 
deposit and withdrawal tickets prenumbered by the printer. 
All that the depositors would have to do would be to sign 
their names and the date, the amount being posted by the 
machine on the tickets simultaneously with the posting of 
the passbook and ledger. 

The account number can be posted on the ticket and the 
ticket numbers on the passbook and ledger. By filing both 
numerically a prompt check is provided for auditing and 
proving purposes. 

Under this proposed system it would, of course, be neces- 
sary to file any spoiled tickets or passbooks so that there were 
no missing numbers. By such a system the small banks can 
be provided with all the advantages of machine-posted over 
pen-posted records and obtain those advantages at a very 
small cost. 


EQUIPMENT OF MANY USES 


MANY of the machines manufactured today are not limited 
to one operation or even one department. An example of this 
is the combination typewriter and accounting machine, 
which has numerous uses around a bank. 

It can be used to post the general and income and expense 
ledgers because the typewriter section enables a full descrip- 
tion of all transactions. By giving mechanical proof, errors 
are easier to locate. The legibility over hand-written figures 
is another decided advantage. 

The same machine can be used for the loans and discounts, 
and the note register, notice, tickler and liability ledger can 
all be posted at one operation. In fact, any records which 
require both description and figure work, such as “other real 
estate” records, mortgages, etc., can be posted on this 
machine. By proper arrangement of the bank’s work, this 
machine can be in almost constant operation throughout the 
day. 

Some of the departments of modern banks in which ma- 
chines are helping produce the work more accurately at less 
cost are: bookkeeping, collections, credits, discounts, proof, 
tellers, transit, savings, purchasing, trust, safe deposit, 
foreign exchange and investments. In fact there is practically 
no department of a bank today in which machinery has not 
proved its worth. 


BANKING 


— 


New Light on Bank Loan Activity 


By GURDEN EDWARDS 


Mr. Epwaros is Director of the Research Council, American 
Bankers Association. 


TAL outstanding loans of banks on a given date as 
compared with those of some previous date have long 
been widely accepted as the index of banking’s activity 

in meeting the credit needs of business. Obviously they 
constitute no such index at all, since they are intended 
merely to show the net changes which result from a complex 
stream of credit transactions flowing through the banks in 
the intervening period. The real picture of the volume and 
activity of the services and cooperation extended to business 
on the part of the banks can be measured only by figures 
showing the number and amount of loans made and 
renewed. 

How great is the disparity in the view of a bank’s lending 
activity presented by its periodic outstandings as compared 
with current transactions may be simply illustrated by the 
case of a bank which on January 1 has loans on its books in 
the amount of about $5,000,000. During the next six months 
it may make new loans in the amount of some $5,500,000 
to perhaps 4,500 borrowers. During the same period, how- 
ever, old and new loans may be repaid or reduced in the 
amount of, say, $5,700,000. The result would be that its 
outstandings on June 30 would total only $4,800,000,— 
that is, $200,000 less than those at the outset despite the 
intervening period of activity in the bank’s lending opera- 
tions in meeting all the legitimate demands for credit made 
upon it. Furthermore, during the same period the bank 
might also cooperate with its customers by granting 
renewals of their loans one or more times, showing an 
aggregate of 3,000 or 4,000 separate transactions totalling 
nine to ten million dollars. While renewals do not create new 
credit, nevertheless in many instances they constitute just 
as important and helpful a form of continued financial co- 
operation as the original new loan transactions. 

Traditional statistics on bank loans are manifestly lacking 
in the power to give a true perspective of the vital human 
forces that lie behind them; nevertheless, year-in and year- 
out weekly figures for the aggregate outstandings of selected 
groups of commercial banks and annual figures for all banks 
have been widely published and commented on as if they 
had such powers. The figures unquestionably are true and 
informative indices of certain trends in banking so far as they 
go, but do not reflect the full record of banking service. 

As an example, one group of official figures shows that on 
January 1, 1939, the nation’s commercial banks opened busi- 
ness with loans on their books in the amount of $16,424,- 
000,000. They also show that six months later, on June 30, 
1939, their loans aggregated only $16,383,000,000. 

This did not mean that bank lending had come to a stand- 
still in this period. It reflected partly a slight drop in the 
number of banks, but it reflected mainly the fact that such 
factors as loan repayments, reductions in principle or amor- 
tizations of serial or capital loans exceeded loans on the 
books at the outset of the period or made during it in the 
amount of about $40,000,000. 
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Feeling that the story of bank lending activity was not 
being adequately presented to the public, the American 
Bankers Association undertook, through its Research 
Council, to study the subject from a different point of view. 
Questionnaires were sent to commercial banks throughout 
the country. These banks were asked to furnish a record of 
the number and amount of new loans, other than mortgage 
loans on real estate, made from January 1 to June 30, 1939. 

Six thousand banks, or 41 per cent, sent replies. They 
comprised large and small banks of all kinds, except mutual 
savings banks, in every state and in every type of agricul- 
tural, industrial, commercial and financial community, 
and constitute a representative cross section. 


THE FIGURES 


DURING the first six months of 1939 these banks made 
5,747,976 new loans aggregating $10,083,449,563, an average 
of 958 new loans per bank. The average size was $1,754. 

They were also asked to give the record of their loan re- 
newals in this period. They stated that they had renewed 
5,656,408 loans, to the amount of $7,618,543,520, an average 
of 943 renewals per bank, the average size being $1,347. 

These banks were also asked to show their new mortgage 
loans on real estate. They made 127,389 such loans amount- 
ing to $412,018,339, or an average of 21 new mortgage loans 
per bank, the average size being $3,234. 

If it can be assumed that the figures of these 6,000 banks 
are truly representative of the entire 14,650 commercial 
banks, they mean that: 

The commercial banks of the United States made new 
loans during the first half of 1939 to the number of 14,000,000 
and in the aggregate amount of $24,590,000,000. 

They renewed 13,795,000 loans in the aggregate amount 
of $18,580,000,000. 

They made 310,700 new mortgage loans on real estate in 
the amount of more than $1,000,000,000. 

In addition each bank was asked, in case it kept an accu- 
rate record of confirmed open lines of credit, to state the total 
sum placed at the disposal of its customers and the amount 
being used. Generally speaking only the larger banks grant 
open lines, and only to their larger customers. 

This question was answered by 761 banks. They stated 
that they had granted $4,402,700,000 in open lines of which 
only $1,182,200,000, or 27 per cent, was being used. 

It is felt that the foregoing data constitute a new field for 
study and analysis of bank lending activity. They assuredly 
constitute a new and revealing measure of the volume and 
extent of the services banking is rendering to the public. 

As further surveys are completed, making possible a con- 
sistent series of figures over a continuous period, they should 
throw new light on the vital economic significance and rela- 
tionships of bank loans to other phases of business activity. 

The office of the Research Council is building the ma- 
chinery for perfecting the systematic gathering of this new 
line of bank data and rendering it useful to the maximum 
degree both for practical bank operations and for improved 
public understanding of the economic services of banks. 
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Mr. McDonnkELL, executive vice-president, The Commercial 
National Bank, Little Rock, Arkansas, is Chairman of the Com- 
mittee on Clearinghouses and Interbank Relations of the Bank 
Management Commission, American Bankers Association. 


E clearinghouse idea for city banks is almost as old as 
American banking itself, and there is scarcely a city in 
the United States today in which banks are not banded 

together in one of these voluntary, cooperative organiza- 
tions. Originally conceived as simply a means of clearing 
checks, the functions of the city clearinghouse have grown 
until they now embrace not only matters pertaining to the 
whole range of bank management, but also those concerning 
the field of public relations. Indeed, much, if not most, of the 
advancement which has been made by American banking 
during the past 75 years has come from ideas evolved around 
the tables of clearinghouses. 

It has been only in recent years, however, that the clear- 
inghouse principle has begun to be employed by rural, or 
small town, banks. The regional clearinghouse idea first re- 
ceived official endorsement of the American Bankers Asso- 
ciation in 1927. Since then, the Association, through its Bank 
Management Commission, has persistently encouraged the 
idea, and has gone so far as to develop a very excellent 
manual of organization, which is available at a nominal cost. 
The movement was well under way prior to 1933, but re- 
ceived a setback as a result of the banking holiday crisis and 
the confusion caused by the creation and collapse of the 
N.R.A. Within the past few years, however, interest has 
again been revived. During 1938 and 1939, at least three 
state associations—Minnesota, Nebraska and Virginia— 
have achieved 100 per cent clearinghouse organization, and 
several other states are approaching this point. 


NO LIMIT TO CLEARINGHOUSE BENEFITS 


THE benefits to be derived from the regional clearinghouse 
cover the whole range of advantages accruing to city banks 
from the metropolitan clearinghouse. The starting point, of 
course, is the schedule of compensation for various services. 
The steps are logical and easy from there to uniformity in 
opening and closing hours, interest rates on time deposits, 
standard forms, joint purchases of supplies, interchange of 
credit information, cooperative advertising, public education 
movements, and so on ad infinitum. In fact, the benefits are 
limited only by the capacity for cooperation of the bankers 
participating in the effort. 

The value of the regional clearinghouse has been so com- 
pletely proved wherever it has been given a fair and earnest 
trial that it is difficult to understand why the principle is not 
employed in every section of the country. The reason for 
this lies in the fact that, unlike city clearinghouses which are 
originally born of necessity (that of clearing checks), re- 
gionals do not spring into existence voluntarily. Some 
amount of leadership and guidance must be provided by the 
state associations. The town banker, operating alone in his 
community, is probably, as a natural result of his environ- 
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Benefits of Working Together 


By WILLIAM A. MCDONNELL 


ment, more of an individualist than his city brother. He has 
built and maintained his position by more or less “going it 
alone”, and it may be more difficult for him to see the value 
of and the necessity for close cooperation with other banks 
in his trade territory. Experience has repeatedly shown, 
however, that with proper encouragement and guidance, the 
country banker has just as much capacity and willingness 
for cooperation as the city banker. 

Responsibility for the movement, therefore, rests largely 
with the state associations, and these associations could 
undertake a no more worthy project than statewide organi- 
zation of clearinghouses. 

Bankers are in one respect the best and most highly or- 
ganized group of business or professional men in the United 
States. The standing of the American Bankers Association is 
such that it attracts to its service the very best talent of its 
membership. The same is largely true of the various state 
associations. However, the banking profession will never 
achieve its proper goal until every bank is an active member 
of a local banking group. 

Experience during the past ten years has taught three 
important lessons concerning regional clearinghouses: 

1. THEY MUST NOT BE TOO LARGE. Regionals organized in 
many states have been inactive and useless for the simple reason 
that, as originally set up, they embraced too much territory. The 
boundary lines must take in only natural local trade territories, 
and must be such that all member bankers can meet in not over 
two hours’ time, preferably one hour. In determining the bound- 
aries, it is well to give primary consideration to highway routes. 

2. THE START SHOULD BE A SIMPLE ONE. T00 ambitious an 
initial program, by engendering fear or dissension, may smother 
the cooperative effort before it has had a chance to take even its 


first breath. Many a banker who has never had a real experience 


in cooperation will make the approach with some misgiving. If 
the initial project is successful, others will evolve easily. 

3. MEETINGS SHOULD BE FOR BUSINESS ONLY. The clear- 
inghouse is a business, not a social, organization. Meetings 
should be conducted as nearly as possible like a bank board 
meeting. While dinner meetings may be used for the sake of 
convenience, the emphasis should be kept on the work to be done, 
rather than the food to be consumed. 


COOPERATION A PRIMARY ESSENTIAL 


IF independent bankers are incapable of constantly im- 
proving their system by voluntary cooperative action from 
within, the improvements will be imposed on them from 
without, and in the process independence will be lost. The 
chief criticism leveled at the American banking system is 
that it is too loosely woven, that it is frayed at the edges— 
in other words, that its dual and independent characteristics 
permit lack of security, inadequacy of service and confusion 
of compensation bases, and that this condition will continue 
as long as bankers are permitted to retain any part of their 
independence of action. 

Whether the American system of banking as now con- 
stituted will endure depends to a large extent upon the 
capacity of American bankers for voluntary cooperation. 
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Remember 1939? 


WIDE WORLD EUROPEAN EUROPEAN 


JANUARY. The 76th Congress convened on the 3d and the President delivered his message on the following day. The next day there was a 
$9 billion budget message. In Europe, the Munich accord was still a mainstay of hope. Poland’s Beck visited Berlin (above, center, with 
Goering) and Britain’s Chamberlain and Halifax received stiletto salutes in Rome, (above right) 


WIDE WORLD PHOTOS 


FEBRUARY. On the 24th, Secretary of Commerce Hopkins delivered in Des Moines what the press referred to as a “business appease- 
ment” speech (above, left). In some 4,000 words he attempted to cheer private business and allay skepticism as to his future policies in the 
Commerce Department. Later in the month, the Golden Gate Exposition opened on Treasure Island in San Francisco Bay (above, right) 


MARCH. International hopes had a relapse when Hitler flouted his Munich promises and sent troops into Prague (below, left). Great 
Britain, while not aiding the Czechs, began laying plans for later resistance. Aid was promised to Poland by British Ambassador Kennard 
(below, right) in Warsaw. “Encirclement” began 


EUROPEAN PHOTOS 
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EUROPEAN CUSHING EUROPEAN 


APRIL. President Roosevelt sent a diplomatic rebuke to the axis leaders, which Hitler answered sharply before his paid audience, the 

Reichstag (above, left). Italy got a foothold across the Adriatic through her invasion of Albania, the year’s second victim of international 

strong-arm methods. (Above, right, Foreign Minister Ciano reviewing troops in the conquered country.) On the constructive side, the 
New York World’s Fair opened its 1.216% acres to the public 


HARRIS & EWING WIDE WORLD EUROPEAN 


MAY. Ending a stoppage of several weeks’ duration, LM W officials and coal operators signed an agreement which will regulate the terms 

of employment in union mines for two years. (Abore, left, coal conferees at the White House.) An event that aroused world-wide sympathy 

was the sinking of the U. S. submarine Squalus. Rescue work (above, center) was successfully carried on at a record-breaking depth. General 
Franco's war ended officially with a victory celebration in Madrid (above, right) 


JUNE. At the end of their transcontinental tour the King and Queen of Canada visited Washington (below, left), New York and Hyde 

Park. The Administration proposed a $3,860,000,000 “recovery-spending” program, which was coolly received by a sweltering Congress, 

although defended on the air later (below, right) by, left to right, Administrationites Schram, Wallace, Wagner, Barkley and Carmody. The 
fiscal year ended with a gross public debt of $40,445,417,318 
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HARRIS & EWING WIDE WORLD 
JULY. With news from Europe becoming more and more ominous, Congressional talk of neutrality—-how much and what kind—eaptured 
the headlines. When Senate leaders McNary, Austin, Pittman and Borah and Secretary Hull visited the White House (above, left), it was 
agreed to let further neutrality legislation wait. WPA strikes (above, right) were widespread after Congress put a stop to the prevailing 
wage method of WPA payments and increased the number of hours of work required per month 


WIDE WORLD EUROPEAN HARRIS & EWING 


(UGUST. The country’s most pretentious war games were fought, proving the experts’ contention that our troops are willing but ill 

trained. (Above, left, officers at Plattsburg.) The month’s international explosion was the German-Russian non-aggression pact, which ended 

England’s naive hope of having an eastern ally in Moscow. (Above, center, Stalin and Ribbentrop.) Congress adjourned (above, right) on the 
5th, having spent a peace-time record of $13,000,000,000 


SEPTEMBER. The World War began its long deferred continuation with Germany's blitzkrieg in Poland. (Below, left, a German motorized 

unit in Polish mud, of which there wasn’t enough to suit the Poles.) President Roosevelt called Congress into special session on September 

21 and told the members: “The step I recommend is to put the country back on the solid footing of real and traditional neutrality.” 
(Below, right, Senate Foreign Relations Committee chairman Pittman and the Press) 
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OCTOBER. Congressional ideas on neutrality began to crystallize. ( 4bove, left, Senate neutrality bill debaters Clark, La Follette and Nye.) 

Rising interest was shown in our future relations with Latin America. (4bove, center, Under Secretary of State Wells at Panama City.) 

Russia moved into the Baltic and Germans there moved home. (Above. right, moving vans in a Baltic city ready to start their westward 
journey to the Reich) 


NOVEMBER. The Kremlin's benign influence spread to Finland, where the widely advertised Red army found the going rough. (Above, 

left, Finnish artillery, which uses a secret, highly effective aiming formula.) War supplies were going to the Allies under the new Neutrality 

Act, signed on the 4th. (Above, center, a plane being hauled over the boundary into Canada.) There was a tempest in a roasting pan over 
the New Deal Thanksgiving. (Above, right, a cartoon captioned “It might be as accurate as some polls”) 


DECEMBER. The House committee investigating the National Labor Relations Board’s procedure got under way. (Below, left, NLRB 

Counsel Fahy, Committee Chairman Smith and Committee Counsel Toland. The battle involving the Admiral Graf Spee furnished the 

war’s most dramatic incident up to that time and one of the few pieces of war news that could be depended on absolutely. (Below, right. 
a cartoon entitled “War Aims”) 
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\\ HILE BANKING refuses to stick out 
its editorial neck by making the usual 
rst-of-the-year prophecies, some interest- 
g items do loom on the horizon, and one 
vuess is probably safe—it ought to be an 
iteresting year. Any vear would be that 
as a foreign war, a session of Congress, a 
national election and the other events 
that appear on the calendar. A few of 
them are suggested on these pages. 


\LTOMOBILES. According to newspaper 

reports, the automobile industry in the 

United States and Canada expects a first 

quarter 16 per cent ahead of last year’s 

first three months. Right, the New York auto- 
mobile show last October 
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to Be 


An Interesting Year 
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PENSIONS. When Social Security checks 

to pay old age pensions begin to flow from 

Washington in January, check-writing 

machines like those at the left will go into 

high gear. Each machine can write 5,000 
checks an hour 


LAWS. The session of Congress is important 
for many reasons. To Secretary Morgenthau, 
below, left, it is important because the 
statutory debt limit is being rapidly ap- 
proached and something may have to be 
done about it. To Secretary Hull, below, it is 
important because his reciprocal trade 
legislation expires on June 12 
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EUROPE. The strangest war of modern 
times goes dismally on. Thousands of fami- 
lies, like the peasants at the right, are the 
real losers, no matter what ism wins. One 
thing is definitely on Europe’s calendar for 
1940—keeping the United States supplied 
with the right kind of “information” 


BANKS. The American Bankers Associa- 

tion will hold its 66th Annual Convention in 

Atlantic City, New Jersey, September 22-26. 

Below, a view of the beach in this foremost 
of convention cities 


EUROPEAN 


FAIRCHILD AERIAL SURVEYS 


BANKERS. The American Institute of 

Banking holds its 1940 Convention in Boston 

June 3-7. Above, an aerial view of historic 
Boston Common 


LABOR. The House Committee investigat- 
ing the National Labor Relations Board had 
barely started its vitally important hearings 
before the new year. Much remains to be 
done before Congress can know how the 
Labor Relations Act has been administered. 
Left to right in the picture at the left, Charles 
Fahy, NLRB Counsel, Congressmen Mur- 
dock, Howard Smith (chairman), Halleck 
and Routzohn 
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POLITLCS. Some time during the Summer 

the political parties will nominate their can- 

didates, and in November the ins or tee outs 

will begin to think anxiously about all the 

things promised to voters. Left, the Demo- 
cratic Convention of 1936 


FAR EAST. On January 26 will lapse the 
1911 commercial treaty between the United 
States and Japan. Congress has a delicate 
job in deciding what to do, for the future 
course of events in many Far Eastern 
spheres will hinge on U. S.-Jap relations. 
Below, Ambassador Horinouchi signing the 
guest hook at the New York World’s Fair 
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y least Fair in New Th a4 gf am rT qe a4 
ork will re-open for another season in 

are war casualties. One of these is Russia. 

Her building is being carefully removed 

(above) and will be set up in Moscow, where 

admiration for its symbolism will be more 


nearly unanimous than en Flushing Meadows 
in New York 


VACATIONS AHEAD. It isn’t too hazard- 
ous to prophecy that several million Ameri- 
cans will take vacations this year—more of 
them than ever before within the safe 
boundaries of the United States. Right, 

entrance to an Asbury Park, N. J., pier 
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Affiliated Banks 


FIRST ATLANTIC NATIONAL 
BANK OP DAYTONA BEACH 


THE FIRST NATIONAL 
BANK, GAINESVILLE 


THE PALATKA ATLANTIO 
NATIONAL BANK 


THE SANFORD ATLANTIO 
NATIONAL BANK 


WEST PALM BEACH 
ATLANTIC NATIONAL BANK 


The Atlantic 


Dauphin Deposit Trust Company, Harrisburg, Pa. 


MEMBER FREBERAL 


Your Will 
Tells Where 


you want your property to go. 


Your choice of an Executor will decide how well 
your wishes are carried out. 


OBSOLESCENCE 
is the most common flaw 


in American Wills 


A national survey just completed reveals that the 
leading defect in Wills is“. . failure to make peri- 
odic revisions to keep Wills up to date and provide 
for changed conditions.” 


HOW ABOUT YOURS? Does it reflect your 


wishes today? If not, have your lawyer make neces- 
sary. changes without delay. 


One change to consider (which opr Trust Officers 
will gladly discuss with you) is the naming of our 
experienced institution as your executor and trustee. 


National Bank of Jacksonville, Florida 


‘ To the complicated tasks of this responsible posi- 
tion, DAUPHIN DEPOSIT brings over a third of a , 
century of experience in managing estates and trust a 


funds. 


It is reassuring to know that your Will names this 
institution as your Executor and Trustee. 


Sa 


Member Dederal Depout Insurance Crporanan. 


iif Jauphin Deposit TrustCompany 


MEMBER FEDERAL RESERVE SYSTEM 
| 


“OVER-A-CENTURY- *“SAFETY-AND-SERVICE* 


s 


Pa, 


IR CORPeRATIOP 


Commerce Union Bank, Nashville, Tenn. 


A will torn apart was still a will 


Selling the 


A LANCE at these advertisements gives a 
cross section of how banks are educating 
the public in the importance of drawing a will 
that meets the requirements of state statutes. 

In too many cases the failure to select a 
competent lawyer for a will has resulted in the 
disposition of an estate exactly opposite and 
contrary to the testator’s intentions. Hone 
made and holograph wills are an especial 
source of confusion and litigation. 

It seems the courts themselves deplore the 
consequences following the probate of such 
wills. One court has said, ‘It may readily be 
conceded that the instant will is an unusually 
horrible example of the dire effects attendant 
upon a failure to employ an experienced 
draftsman in the preparation of such a docu- 
ment. . . . Were the will the handiwork of a 
skilled draftsman, some weight might be at- 
tached to the precise legal connotation of the 
words adopted.”” (153 Misc. (N. Y.) 688.) 


Left: The need for revising old wills and testaments 
cannot be too strongly urged by the banks. Daily 
events not only change the essential parts of cer- 
tain wills, but make the carrying out of the pro- 
visions of the instruments worse in effect than if 
the testator had died intestate 


Below: The law does not insist the language of a 
will be technical or exact. Wills have been de- 
clared legal though written on the back of an en- 
velope, postcard, forming part of a letter, on 
scratch paper and in various other odd and 
strange forms. But in these cases, which are rare, 
the estates were small or supporting circum- 
stances assisted in proving the will genuine 


A MAN DIED, leaving his will on 


a table. The lower part of the 
first page was torn off and lying 
nearby, with all but the last line 
scratched out. Notes on scratch 
pads making legacies differing from 
those made in the will were also 
found 


Apparently the man had intended 
to change the terms of his will 
But the court held that the entire 
will, including the severed portion, 
should be admitted to probate 


Because this man waited until the 
last minute to change his will, his 
estate did not go to the people to 
whom he finally wanted it to go 


Do not take a chance in so impor 
tant a matter. If you have not 
made 4 will, have your attorney 
write it now. Then consider it 
periodically and revise your plan 
when necessary, by having your at- 
torney add a codicil or write a new 
will 


Member Federal Deposit Insurance Corporation 


Member Federal Reserve System 
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“Will” Idea 


RESOLUTION 
for the New Year 


MAKE A WILL! Don't put this important re- 
sponsibility off any longer. You owe it to your 
family to put your wishes for their future in 
writing, in a carefully planned will. 


SEE YOUR LAWYER! The actual drawing of 
your Will should be intrusted only to an ex- 
perienced lawyer, just as the actual settlement 
of your estate and the management of your 
trust funds should be intrusted to our experi- 
enced institution. 


An advertisement issued by 
the Advertising Department, American 
Bankers Association. 

THIS SPACE FOR BANK'S NAME 


These typical ads show that banks, in the act of advertising the 
services of their trust departments, do their bit for a good cause 


Citizens National Trust & Savings 
Bank of Los Angeles, California 


Why Fear to Talk 
about Making a Will? 


Plans for the family future usually look ahead 
through a good many years. They have to, in 
the average family, which starts with its own 
way to make. The surplus from today’s income 
starts building the source of tomorrow's inde- 
pendent income. The speed of building de- 
pends in no small degree on the management 
of the family income. + That's where the wo- 
man does her great share of the work.She should 
not be asked also to handle the management 
of the estate that is being built up— either 
while it is growing, or later when it passes to 
her. @ It is only sensible foresight to recognize 
the need to accumulate for the future. The same 
sensible foresight suggests that possible con- 
tingencies be recognized and that a will be 
made. It should be done years before one ex- 
pects it to become effective; then revised from 
time to time as changes occur in conditions or 
circumstances. ¢ Drawing a will is a job fora 
lawyer. But there are practical business aspects 
of it, and of the service which the corporate 
trustee can render in carrying it out, which it 
would be worth while to discuss with one of 
our trust advisers. Such a discussion involves 
no obligation. We invite inquiries. 


CITIZENS 
NATIONA 


TRUST & SAVINGS 


BANK 


OF LOS ANGELES 


MEMBER FEDERAL RESERVE SYSTEM 
AND FEDERAL DEPOSIT INSURANCE CORPORATION 


Head Office: Spring Street at Fifth 


CONVENIENTLY LOCATED BRANCHES THROUGHOUT LOS ANGELES > 
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AS IT MOVES 


SET IVS 


Must Keep Pace 


The world of finance is moving rapidly; reflecting current events and 
anticipating what the future may hold of assurance or menace to invested 
wealth, and the family fortune. 

The value of a well considered Estate Plan was never more evident, and the 
committing of the management of your estate to a permanent and competent 
Executor and Trustee, was never more important. 

The experienced service and assistance of our highly organized Trust 
Department are at your command. 

Yesterday's will may not fit tomorrow's changed requirements. It should 
be reviewed periodically by your attorney, and redrafted, if necessary, to 
implement your Estate Plan and make it effective. 

You will find helpful information in our free booklet, “The Enemies 
of Seeurity and How to Avoid Them.” Your copy awaits your request 
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The Industrial Trust Company of Providence, R. I. 


The Fort Worth National Bank, Fort Worth, Texas 


Ir IS your privilege—and one that should be 
exercised — to provide for the distribution of 


your property in the manner desired. 


Your neglect in preparing a Will, or having an 
old Will revised can easily defeat your intentions. 
However, to be sure that every legal requirement 


is included, enlist the services of your attorney. 


Come in for a conference with our trust officers. 
They will be glad to outline the advantages of 


this bank acting as Trustee of your estate. 


Forr NATIONAL 
Bank 


MEMBER FEDERAL DEPOSIT (NSURANCE CORPORATION 
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For 114 years, until 1889, the Campbell family 
of Park Ridge, N. J., manufactured ‘‘money” n 
out of sea shells. The wampum, being prized by 
the Indians, was in great demand by traders | 
until the disappearance of the frontier. 
“With every apparent reason for 
gold being cheaper than ever before \ 
in history, it has, instead, grown 
more valuable," write Professors a 
Graham and Whittlesey \ 
in Golden Avalanche. In 
1839, these economists C 
point out, an ounce 
of gold would buy, 
for example, 15': 
bushels of wheat. In : 
1939 an ounce 
\ would buy 42 
bushels of q é 


wheat. 3 


Gasoline tax receipts of Federal and state gov- 


| 
ernments passed the $1,000,000,000 mark for 
1939 last month, according to the American ‘a 
Petroleum Institute. This is the first time this ¢ es 
level has been reached. 
< 
~ 
More than 1,000 tons of paper are used each year io 


in printing our paper currency, and a like 
amount for postage stamps; the Bureau of Print- 
ing and Engraving makes its own inks—about 
1,400 tons a year. 
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The Association of American 
Railroads reports that during 
the past year the number of 
w separate runs operating daily 
at 60 miles an hour or more 
increased from 864 to 997. 
The daily. mile-a-minute mile- 
age on American railroads 
jumped from 47,087 to 54,956. 


42 


BANKING 


, 
| 
TIME, YOE 5 
= 


Banking’s Part in Business 


Development 


PPROXIMATELY 700 bankers from 
[% many states in the East and South 
met at Richmond, Virginia, December 7 
and 8 for the first of the series of regional 
banking conferences planned by Robert 
M. Hanes, President of the American 
Bankers Association 

The conference theme, ‘ Banking’s 
Part in Business Development”, was con- 
sidered from numerous practical view- 
points by bankers who addressed the 
various sessions. 

Concluding the conference was a public 
meeting attended by depositors of the 
Richmond banks. The program at this 
gathering combined entertainment, pro- 
vided by Jessica Dragonette, radio singer, 
and comment on current problems by 
William A. Irwin, associate educational 
director, American Institute of Banking. 

Mr. ere — the conference ibove, Robert M. Hanes, President of the A.B.A., addressing one session. Left to right, 
sessions. Similar programs are being ar- Daniel H. Blizzard, assistant cashier, Philadelphia National Bank; Phillip Woollcott, 
ranged for Denver on March 21 and 22. chairman and president, The Bank of Asheville, Asheville, N. C.; T. A. Glenn, Jr., president, 
and New York City, March 6 to 8. Peoples National Bank, Norristown, Pa.; Mr. Hanes, president, Wachovia Bank and Trust 

Co., Winston-Salem, N. C.; P. D. Houston, First Vice-president, A.B.A., and chair- 
man, American National Bank, Nashville, Tenn.: Frank W. Simmonds, Senior Deputy 


Manager, A.B.A. 


Below, a part of the large audience at the public meeting, which ended the Conference 
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Above, left to right, Harold Stonier, Executive Manager of the American Bankers Association; 
Miss Jessica Dragonette, who sang at the Public Meeting: and President Hanes 


Right, William A. Irwin, Associate Educational Director, American Institute of Banking, 
speaking before the Public Meeting 


Below, high school students of Richmond in the auditorium of the John Marshall High 


School, where they saw the motion picture Money at W ork 
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Above, left to right, First Vice-president Houston, President Hanes and W. H. Schwarzschild, presi- 
dent of the Central National Bank, Richmond, and chairman of local committees for the Conference 


THREE SPEAKERS—Left, Harry R. Smith, President, American Institute of Banking, and assistant vice-president, Bank of America 
N.T. & S.A., San Francisco; center, L. W. Bishop, cashier, State-Planters Bank & Trust Co., Richmond; right, Samuel N. Pickard, Chair- 
man, Public Relations Council, A.B.A., and president, National Manufacturers Bank, Neenah, Wis. 
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A Word for Home Town Products 


HE bank window displays shown below were set up by the 
First National Bank of Poughkeepsie, New York. Located 
in a building not originally designed as a bank, this institution 
is making good use of what were once store windows. Products 
of local manufacturers furnish the theme for a series of displays 


that has proved extremely popular. The bank’s directors who 
happen to be manufacturers were the first to use the window 
space, but the idea has attracted such attention in Poughkeepsie 
that both depositor and non-depositor manufacturers are on a 
waiting list to make use of this strategically located display space. 


Below, left, a display of a contracting firm. Below, right, the bank’s window display of Federal ball bearings 


Below, display of a famous Poughkeepsie product, Smith Brothers cough drops 
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To many depositors the teller is your bank 


— TELLER is the key man in the relationship be- 
tween your bank and its customers. He is the staff 
member with whom depositors have the most fre- 
quent contacts. 

To make sure that routine duties will not monop- 
olize the teller’s time, nor impair his efficiency, his 
management can arrange for the photographic re- 
cording —by Recordak—of each deposit slip, each 
cash ticket, each certification; providing an authen- 
tic record of each transaction handled. 

Window service is speeded up because Recordak 
picture records are made as speedily as 140 per min- 
ute. Checks, deposit tickets, cash tickets, coupons, 
passbooks, and bank forms up to legal size are all 


handled with equal ease and speed. And, because 
Recordak records gre picture records, they are com- 
plete and accurate. And are retained in tamper- 
proof, extraction-proof, and substitution-proof form. 

Tellers in more than 3,000 well managed banks 
know the increased speed and efficiency made pos- 
sible by Recordak—and they know, too, that their 
friends, the depositors, consider Recordak account- 
ing as the mark of a progressive bank. 

Your bank can give the teller the support and co- 
operation of Recordak Photographic Systems at 
no capital expenditure. For complete information, 
write Recordak Corporation (Subsidiary of Eastman 
Kodak Co.), 350 Madison Avenue, New York, N. Y. 


3 


Bank Model Recordak. Rental 
$25 per month. For speeding 
up the transit operations and 
for photographing paid checks 
Sor the protection of banks and 
depositors. 


$5 

Reversible Recordak. Rental 
$30 per month. Photographs 
both sides of checks and larger 
bank forms at a single opera- 
tion—and does this at light- 
ning speed. 


Recordak Junior. Rental $12.50 
per month, For smaller banks, 

and special departments of 
large banks (tellers’ cages, safe 
deposit vaults, trust and filing 
departments, etc.). 


Commercial Recordak. Rental 
$30 per month. For photo- 
graphing all bank forms. 
Widely used for the Recordak 
system of single posting and 
other specialized applications. 


RECORDAK PHOTOGRAPHIC ACCOUNTING SYSTEMS 
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Uniformed Bank Guards symbolize the character and 
stability of the Bank and create an impression of effi- 
ciency. Your Bank’s checks likewise reflect the char- 
acter and efficiency of the institution. Outstanding 
business organizations from coast to coast, including 
more than 75% of the nation’s largest banks, use La 
Monte Safety Papers for checks and other negotiable 


instruments. George La Monte & Son, Nutley, N. J. 
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Simplified Forms 


Save Time and Money 


Te Bank Management Commission of the Ameri- 
can Bankers Association under the chairmanship of 
J. Harvie WILKINSON, JR., vice-president, State- 
Planters Bank and Trust Company, Richmond, 
Virginia, has undertaken the project of developing a 
set of simplified bank operating forms, in cooperation 
with the state bankers associations of the country 
and the Legal Department of the American Bankers 
Association. 

Banks spend a great deal of money on stationery, 
forms and supplies. The use of standard sizes of bank 
forms makes purchasing much more economical. 
Standard sizes will avoid spoilage and waste in paper 
stock, and proper sized presses will be used to print 
such forms, which means that the press will be oper- 
ating at capacity. All this has a definite bearing on 
price. 

Simplification offers definite operating advantages, 
in that filing equipment is made for standard size 
items, whether it is a letterhead file or a card file. 
Producers of bank supplies could supply the needs of 
banks promptly and more economically if various 
institutions did not use different sizes, shapes and 
forms for the same purpose. 

For many years a number of the state bankers 
associations and the American Bankers Association 
have been working on the simplification of bank 
forms. A number of the states have developed com- 
prehensive sets of forms for their banks. Among 
these may be mentioned California, District of 
Columbia, Georgia, Illinois, Indiana, Iowa, Massa- 
chusetts, Michigan, Minnesota, North Dakota, Ohio, 
Oregon, Virginia and Wisconsin. Particular attention 
is called to the District of Columbia Bankers Associa- 
tion, which has an excellent set of forms compiled in 
a looseleaf binder. 

Recently the Virginia Bankers Association issued 
a very remarkable manual of standard forms. The 
manual is also a guide to procedures and is divided 
into 14 sections representing 14 departments of a 
bank. Under each section are presented the forms for 
that department, together with suggested procedures 
in handling these forms and maintaining records for 
the department. 

The Legal Department of the American Bankers 
Association has been active for many years in col- 
lecting and standardizing legal forms as far as possible 
on a national scale. Of course, there are certain im- 
pediments in the way of standardizing certain legal 
forms because they are drawn up in accordance with 
state laws and practices. 

It is the objective of the Bank Management Com- 
mission of the American Bankers Association now to 


DISCUSSION INVITED 


Tue Legal Department, American Bankers 
Association, recommends wording different 
from that indicated in many of the follow- 
ing forms. 

The publication of this material each 
month is for the purpose of stimulating na- 
tionwide discussion on this vital question. 
The work is experimental and exploratory. 

The forms presented here were devised 
with the needs of Virginia banks particularly 
in mind. In some cases it would be necessary 
to adapt them for use in other states. 


correlate this work and to attempt to develop a set 
of bank operating forms which can be used through- 
out the country. To that end a subcommittee under 
the chairmanship of L. W. BisHop, cashier, State- 
Planters Bank and Trust Company, Richmond, Vir- 
ginia, has been appointed to correlate the activities 
of the various state bankers associations and work 
out this suggested set of forms. This committee will 
be under the general supervision of the Bank Man- 
agement Commission’s Standing Committee on 
Standard Forms, Reports and Records, of which 
Frep B. Brapy, vice-president, Commerce Trust 
Company, Kansas City, Missouri, is chairman. 

To cooperate with this committee, the State Secre- 
taries Section of the Association appointed a Com- 
mittee on Standard Forms, of which LaupDER HoncEs, 
secretary of the California Bankers Association, San 
Francisco, California, is chairman. 

It is planned to present in BANKING, each month, 
forms which have been developed by the various 
state associations and the American Bankers Associa- 
tion, together with explanatory matter, for the pur- 
pose of assisiing in the study and making it national in 
scope. The work of the Virginia Bankers Association 
is being used simply as a nucleus or vehicle for the 
promotion of this discussion. The committee working 
on this project will later be asked to make suggestions 
and recommendations for the further improvement 
of the forms, so that eventually a manual of simplified 
forms will be developed which will be recommended 
to the banks of the country. 

FRANK W. Simmonps, Secretary 
Bank Management Commission 
American Bankers Association 


Discussion of forms begins on the next page 
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Signature Cards 


Litusreations 1 to 5, inclusive, are forms of signature cards 
for checking accounts. Illustration 4, temporary signature 
card, is used only in those cases in which it is not possible to 
secure a completely executed signature card at the time the 
account is opened. 


Resolutions 


Titusreations 6 to 8, inclusive, are forms of depository 
resolutions to be obtained in appropriate instances. 


Overdraft Notice 


Sa: illustration 9. 


Stop Payment Request 


Sa illustration 10. 


Customer’s Check 


Litusrration 11 is the standard form of customer’s check 
recommended by the A.B.A.—counter check size 34,4” by 
814”, and pocket size 234” by 644” (stub 234” by 24”). In 
this connection, it will be found helpful to read the com- 
ments on weight, color and grade of paper, etc., in A.B.A. 
Commercial Bank Management Booklet No. 22, Purchasing 
of Bank Supplies. 


Official Checks 


Titusrration 12a is a form of official check—‘“ Cashier’s 
Check”, “Dividend Check”’, etc. 

Illustration 12b is the record of official checks issued. This 
carbon copy is made out at the time the check (12a) is issued, 
—the name of the person or purpose the check is “issued for” 
being added to the carbon copy (12b). At the end of each 
day, the numbers and amounts of official checks issued, as 
shown by 12b, are listed on the back of a credit ticket, the 
total brought forward to the face, and the credit ticket to 
general ledger account “official checks” completed. 12b 
forms are then filed in an “outstanding”’ file. 

Upon payment, the original official check (12a) is can- 
celled and filed in numerical order; likewise, the duplicate 
12b form is stamped paid (with date) and transferred from 
the “outstanding” file to the “paid” file; a general ledger 
debit to “official checks” for the total is put through the 
daily settlement in the usual manner. 

A trial balance of outstanding “ official checks”’, as shown 
by the 12b forms in the outstanding file, should be taken 
off by the general ledger bookkeeper at least once every 
quarter, in addition to such trial balances as are taken off as 
a matter of internal audit. 
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CHECKING ACCOUNT 
FORMS 


Bank Drafts 


Tre form of bank draft is the same as that used for official 
checks (12a), except that the name of the correspondent 
bank, instead of “cashier’s check”, etc., is printed in the 
lower left-hand corner. Commercial Bank Management 
Booklet No. 22 recommends that “The transit number of 
the drawee bank should appear at the left of the name of the 
bank.” 

The carbon copy (12b) is handled in a manner similar to 
the procedure outlined for official checks—the general ledger 
credit going, however, to the general ledger account with the 
correspondent bank. 12b forms are filed in an “outstanding” 
file for each correspondent bank, and withdrawn and trans- 
ferred to the “paid” file as the paid drafts are received in 
periodic statements from the correspondent bank. 


Deposit Ticket 


A SUGGESTED form of deposit ticket is shown as illustration 
13. The deposit ticket illustrated may be used for both 
checking and savings accounts. 


Error Notice 


A SUGGESTED form for advising depositors by mail of errors 
found in proving deposit tickets is shown by illustration 14. 


Certification Form 


A SUGGESTED form for use in certifying checks is reproduced 
as number 15. This form may be used for both checking and 
savings accounts. 

The certification form illustrated consists of (a) original 
copy and (b) duplicate copy. Both copies are prepared in 
one operation by means of carbon paper. The original copy 
is used as the posting medium against the individual cus- 
tomer’s account affected. 

At the end of each day, the numbers and amounts of 
checks certified, as shown by the duplicate copies (15), are 
listed on the back of a credit ticket, the total brought for- 
ward to the face, and the credit ticket to general ledger ac- 
count “certified checks” completed. The duplicate copies of 
15 are then filed in an “outstanding” file. Upon payment, 
the certified check itself is cancelled and filed in numerical 
order; likewise, the relative duplicate copy of 15 is stamped 
“paid” (with date) and transferred from the “outstanding” 
file to the “paid” file; a general ledger debit to “certified 
checks” for the total is put through the daily settlement in 
the usual manner. 

A trial balance of outstanding “certified checks”, as shown 
by the duplicate copies of 15 in the “outstanding” file, 
should be taken off by the general ledger bookkeeper at least 
once every quarter, in addition to such trial balances as are 
taken off as a matter of internal audit. 
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FORMS 


TITLE OF ACCOUNT 
INDIVIDUAL 


PARTNERSHIP 
FIRM 


To THE BLANK BANK, BLANKVILLE, VIRGINIA: 
You are authorized to recognize any (*) of the signatures below in the payment of funds or 
the transaction of any business for my/our account. *(Indicate mumber of signatures required.) 


The agreement on the deposit ticket (Illustration 13), as well as any other rules and regu- 
lations, should be printed in this space; and in addition: 


It is agreed that this account is subject to the existing rules and regulations of the Clearing 
House Association of Blankville, and such amendments thereto that may be made from time to time. 


AUTHORIZED SIGNATURE OF 


PLEASE SUPPLY INFORMATION ON REVERSE SIDE 


TITLE OF ACCOUNT 
JOINT ACCOUNT 


To THE BLANK BANK, BLANKVILLE, VIRGINIA: 

You are authorized to recognize either of the signatures below in the payment of funds or the 
transaction of any other business for this account. Either one or both or the survivor to sign checks. 
The signature of either one to be sufficient for withdrawal of all or any part of the funds standing 
to the credit of the above account. 


The agreement on the deposit ticket (Illustration 13), as well as any other rules and regulations, 
should be printed in this space; and in addition: 


It is agreed that this account is subject to the existing rules and regulations of the Clearing 
House Association of Blankville, and such amendments thereto that may be made from time to time. 


Signature 


Signature 


PLEASE SUPPLY INFORMATION ON REVERSE SIDE 
THE AMERICAN BANKERS ASSOCIATION STRONGLY RECOM- 


MENDS A DIFFERENT WORDING FOR THIS FORM. SEE CAPTION. 


ILLUSTRATION 4. Actual size 6” x 4 4”. This is a pink card. 


TITLE OF ACCOUNT 
CORPORATION 


authorizes THE BLANK BANK, BLANKVILLE, VIRGINIA, to recognize any (*) of the signa- 
tures below in the payment of funds or transaction of any other business of said Company. 
(* Indicate number of signatures required.) 


The agreement on the deposit ticket (Illustration 13), as well as any other rules and regulations, 
should be printed in this space; and in addition: 


It is agreed that this account is subject to the existing rules and regulations of the Clearing 
House Association of Blankville, and such amendments thereto that may be made from time to time. 


Vice-President 
Secretary 


Treasurer 


PLEASE SUPPLY INFORMATION ON REVERSE SIDE 


January 1940 


ILLUSTRATION 1. Actual size, 6” x 4’’. On the reverse 
are spaces for home address, business address, occupation or 
business, former bank accounts, other bank accounts, refer- 
ences, remarks, “opened by”, date and initial deposit. 

In the space for the agreement on the deposit ticket and 
other rules and regulations, the Legal Department, A.B.A., 
has tentatively suggested one of two insertions, one in cases 
where flat service and maintenance charges are employed 
and the other relating to metered charges. The latter states: 
“Tt is agreed that service and maintenance charges may be 
made without notice in accordance with the schedule of such 
charges heretofore adopted by the Bank and now in effect, 
and that additional service and maintenance charges may be 
made and changes in existing charges effected from time to 
time upon giving the depositor not less than ten days’ prior 
notice in writing mailed to his last known address. Such 
charges may be deducted from the depositor’s account and 
the bank shall not be liable for dishonoring checks, drafts or 
notes because of insufficient funds resulting from deducting 
such charges.”’ See also illustration 13. 


ILLUSTRATION 2. Actual size, 6’’ x 4”. On the reverse 
side are spaces for home addresses, business addresses, oc- 
cupation or business, former bank accounts, references, re- 
marks, “introduced by”, initial deposit and “opened by”. 

The American Bankers Association’s Legal Department 
has a recommended joint account form with a different 


phraseology which is explained in Opinion 1810 of Paton’s 
Digest. 


TEMPORARY CARD 


NAME 
ADDRESS ‘ 


Date 


ILLUSTRATION 3. Actual size, 6” x 4’. The reverse 
side provides space for home address, business address, oc- 
cupation or business, former bank accounts, other bank 
accounts, references, remarks, “introduced by”, “opened 
by”, date and initial deposit. 
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- FORMS 


POWER OF ATTORNEY KNOW ALL MEN BY THESE PRESENTS, That 

have nominated, constituted and appointed, and by these presents do nominate, 

constitute and eppoint 

true and lawful attorney for 

name and behalf, from time to time, to make, sign, execute, endorse, assign and 

transfer in name negotiable notes; to draw, accept, endorse and 

To THE BLANK BANK, BLANKVILLE, VIRGINIA: transfer checks or drafts on any bank, and to collect, cash or otherwise receive 

payment thereof, to negotiate and procure discounts upon such notes, drafts or 

You are authorized to recognize the signature below in the payment of funds bills, and to pledge the same and any other securities held by or belonging to 

or the transaction of any other business on the above account in accordance with : 


executed Power of Attorney on the reverse hereof. 


as collateral for any loans or discounts that may be granted or madeto.......... 
— to make drafts and draw checks for any money in THE BLANK 
belonging, or which may be deposited therein 
ATTORNEY use and benefit, and to credit; and generally 
SIGN HERE........... ate A ox to do and perform all acts, matters and things necessary for transacting or facili- 
tating any business may have in THE BLANK BANK, or with any 
person, firm or corporation whatsoever as fully as 

personally present, hereby ratifying and confirming all and 

IN TESTIMONY WHEREOF, : have hereunto affixed 

hand and seal this whe 


BUSINESS ADDRESS 
REMARKS 


ILLUSTRATION 5. Front (eft) and reverse. Actual size, 6” x 4’. This card is salmon colored. 


Below, left, ILLUSTRATION 6. Actual size, 84” x 11’’. In connection with this form, attention is called to a Partnership Certificate form of 
the Legal Department, American Bankers Association, the text of which is as follows: “‘We, the undersigned, general partners of the firm of 

having its principal place of business at certify that such firm is composed of the following 


(In case all partners, or more than one, are to sign jointly all or certain documents, please so state specifically in this space.) 

“To induce you to act and rely hereon, we agree individually and on behalf of the firm, that, notwithstanding any modification or termination 
of the power of any partner to represent the firm, whether by expiration of the partnership agreement, by death or retirement of any partner, or 
the accession of one or more new partners, or otherwise, or any notice thereof you may receive, this authority shall continue binding upon each of 
us individually and our legal representatives, and upon the firm or its successors, until written notice to the contrary signed by or on behalf of one 


of the undersigned shall have been received by you and notice thereof shall have been received from you by such of your departments, offices, 
branches and correspondents as may be concerned.” 


Be’ow, right, ILLUSTRATION 7. Actual size, 832” x 11”. 


PARTNERSHIP, NON-CORPORATE OR FICTITIOUS NAME SECRETARIAL ATTESTATIONS FOR LODGES, CHURCHES, SOCIETIES, 
BUSINESS ACCOUNT SCHOOLS, UNIONS, ETC. 


To: The Blank Bank 
THE BLANK BANK Blankville, Virginia 


BLANKVILLE, VIRGINIA 


respectively of this 
and that by virtue thereof and of the constitution and by-laws of this 
of them are authorized to transfer, re- 
ceive, withdraw, or check upon any funds that said 
at any time have on deposit with THE BLANK BANK, BLANKVILLE, VIRGINIA, 
until such time as advice to the contrary over the seal of this 
is filed with the proper officers of the said BLANK BANK, BLANKVILLE, VIR- 
GINIA, attested to by the Secretary of this organization. 
. Checks, drafts, withdrawals, or other orders drawn on this account to be . . 
signed with the full business name and countersigned by: Witness my hand and seal of the said 


Secretary 


. The signers hereto declare that no person or persons other than those whose 
names are attached hereto ere interested in the designated business, and 
further declare that this authorization is to remain in full force and effect until 
notice to the contrary is executed and filed with THE BLANK BANK, BLANK- 
VILLE, VIRGINIA, signed by all the parties hereto: 


and that each general partner has full authority to represent and sign for the firm in all respects except... . 
= 
To: 
We, the undersigned Officers of the... . 
4 
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.. FORMS 


a corporation organized under the laws of the State of 
, 19...., the following resolutions were duly 


RESOLVED, That THE BLANK BANK, BLANKVILLE, VA., is hereby ap- 
pointed a depository of this corporation and authorized to honor and pay all 
checks, drafts, acceptances, promissory notes, bills of exchange, orders for the 
payment of money, or other instruments for the withdrawal of funds (including 
instruments payable to the order of the officer or officers signing same) made, 
signed, drawn, accepted or endorsed by 


Insert titles of officers authorized 
to sign. 


State number of signatures required 
on each instrument. 


If more than one signature is re- 
quired, state what officers (by title) 
are authorized to sign in conjunction 
with one another. 


FURTHER RESOLVED, That the Secretary or Treasurer and the President or a 
Vice-President be and hereby are authorized to certify to said BLANK BANK, 
BLANKVILLE, VA., a copy or copies of these resolutions and the names of the 
respective officers of this corporation, and that specimens of the signatures of 
officers of the corporation authorized to sign for it be furnished to said Bank, 
and that said Bank be informed of any change of such officers. 


FURTHER RESOLVED, That these resolutions shall remain in force until notice 
in writing to the contrary is given said bank, such notice to be signed by the 
President or a Vice-President and Secretary or Treasurer of this Corporation. 


We hereby certify that the foregoing is a true extract from the minutes of the 
Board of Directors of 
and that the following is a list of the officers of said corporation elected to hold 
offices until their respective successors are elected: 


President 
Vice-President 
Secretary 
Asst. Secretary ... 
Treasurer 
Asst. Treasurer 


WITNESS the seal of the said corporation and the signatures of its duly author- 
ized officers this f 


President-Vice-President. 


THE AMERICAN BANKERS ASSOCIATION STRONGLY 
RECOMMENDS A DIFFERENT WORDING FOR 
THIS FORM 


Above, ILLUSTRATION 8. Actual size, 84%” x 11”. A form of 
Certified Copy of Corporate Resolutions differing from the above 
has been formulated by the Legal Department, American Bankers 
Association. 


Below, a form of Counter Check recommended by the Legal Depart- 
ment, A.B.A., explained in detail in Opinion 1303, Paton’s Digest. 

In ILLUSTRATION 11, when this Customer’s Check is adapted for 
use as a Counter Check the actual size is 844" x 3,”. As a pocket check 
the size is 6%" x 234”, with a stub 244” x 234”. 

In ILLUSTRATIONS 12a and 12b, the space in the lower left corner 
is for the name of the correspondent, or ‘“ Cashier’s Check”, “ Dividend 
Check”, etc. 


Blankville, N. Y., ........ 194.. 
BANK OF COMMERCE 
COUNTER CHECK 
Pay to MYSELF ONLY and without 


any indorsement hereof $ 


Detach stub and retain as 
MEMORANDUM 


Counter Check 
to Myself Only This Check is for use only at the 
counter of Bank of Commerce by the 


drawer personally. 


Blankville, N. Y. 


Not Negotiable 


January 1940 


Below, ILLUSTRATION 9. Actual size, 6” x 3%” 


THE BLANK BANK 
BLANKVILLE, VIRGINIA 


According to our records your account appears overdrawn 
$ Kindly verify with your records and make deposit 


Below, ILLUSTRATION 10. Actual size 6” x 3%” 


REQUEST TO STOP PAYMENT OF CHECK 


TO: THE BLANK BANK 
BLANKVILLE, VIRGINIA 


Please STOP PAYMENT of a check drawn by the undersigned, described below: 


Payable to 

The undersigned agrees to hold the above bank harmless for said amount and to 
idemnify it against any loss, expenses and costs incurred by reason of its refusal 
to pay the above described check. The undersigned further agrees not to hold 
the bank responsible should the check be paid through inadvertence, accident 
or oversight. 


Time Received 
Signature of Depositor 


THE AMERICAN BANKERS ASSOCIATION STRONGLY 
RECOMMENDS A DIFFERENT WORDING FOR 
THIS FORM 


Below, ILLUSTRATION 11. Customer’s Check 


THE BLANK BANK 68-000 


PAY TO THE 
ORDER OF 


(COUNTER CHECK—ACTUAL SIZE 814” X 3 1-16”) 
(POCKET CHECK—ACTUAL SIZE 614” X 234”—SIZE OF STUB 234” X 214"") 


Below, ILLUSTRATION 12a. Actual size, 834” x 334” 


THE BLANK BANK 68-000 
5 
Blankville, Va., .......... 19.. No. 1111 


PAY TO THE 
ORDER O 


Teller 


Ata regularly held meeting of the Board of Directors of... 
nd 
to 
to cover. 
NK 
nd | \ 
od 
m of 
m of 
= 
AFFIX | 
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SEAL 
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No. . | | Cashier 
Below, ILLUSTRATION 12b. Actual size, 834” x 334” 
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FORMS 


FOR DEPOSIT BY 


We wish to advise you that your deposit (or cash letter) 
totaling $ has been (decreased) (increased) $ 


with for reason noted below. Please change your records accordingly. 
THE BLANK BANK 


Error in addition. 
The depositor using this deposit slip agrees that all items drawn on other ) 


banks shall be forwarded for collection at the depositor’s risk; that this bank shall . : 
not be responsible for the negligence, default or failure of correspondents nor ¢ ) Error in forwarding sub-total. 
for loss in transit; that this bank shall have the right to charge back to depositor's : 
account any item until actual payment thereof in cash shall have been received € ) Check on listed but not enclosed. 
and to refuse payment of depositor’s checks drawn against uncollected credits; 
that checks on this bank, not good at the close of business on the day of deposit ¢ enclosed but not listed. 
may be charged back to the depositor’s account and that items drawn on Blank- 
ville banks may be collected through the Blankville Clearing House; that items ( 
may be forwarded direct to banks on which drawn and that checks or drafts of 
the drawee or of other banks may be received in settlement therefor, depositor ‘ 
assuming the risk of final payment thereof. 


listed $ 


Dollars Cents 
Yours truly, 


THE BLANK BANK 
BLANKVILLE, VIRGINIA 


CURRENCY 


COIN 
CHECKS ON: BANK LOCATION 


Above, ILLUSTRATION 14. Actual size, 6” x 7”. This form folds 
to fit a window envelope. 


Left, ILLUSTRATION 13. Actual size, 334” x 674’’. In connection 
with this form, attention is called to a signature card paragraph recom- 
mended by the Legal Department of the American Bankers Association, 
as follows: “In receiving items for deposit or collection, this bank acts 
only as depositor’s collecting agent and assumes no responsibility be- 
yond the exercise of due care. All items are credited subject to final 
payment in cash or solvent credits. This Bank will not be liable for 

sade default or negligence of its duly selected correspondents nor for losses in 
transit, and each correspondent so selected shall not be liable except for 

eee ee ee ee eee its own negligence. This Bank or its correspondents may send items, 


OD 


ITEMS FLOAT directly or indirectly, to any bank including the payor, and accept its 
, is draft or credit as conditional payment in lieu of cash; it may charge 
back any item at any time before final payment, whether returned or 


The American Bankers Association strongly recom- not, also any item drawn on this Bank not good at close of business 
mends a different wording for this form. See copy. on day deposited.”” See Opinion 4464 in Paton’s Digest. 


THE BLANK BANK 
Right, ILLUSTRATION 15. Actual BLANKVILLE, VA. NO. 1234 
size, 834” x 336”. The original (top) is (Savings a/c $000) DATE... .6/22/39 
printed in black ink on white paper, while 
the duplicate (bottom) is printed in red ink NUMBER OF CHECK... .10 DATE... .June 22, 1939 


on yellow paper. CERTIFIED CHECK IN FAVOR OF ....Richard Roe 
CERTIFIED FOR... 


Recommended A. B. A. certification 
stamp. The amount certified should not 
be included in the certification stamp unless 
the check has been certified for the drawer. (Original) 
If such certification, bearing the amount, 
is made for one other than the holder and it 
should turn out that the amount certified to 
has been altered, the certifying bank can 
be held liable for the altered amount. 


THE ABOVE DESCRIBED CHECK HAS BEEN CERTIFIED AND CHARGED TO YOUR ACCOUNT TODAY 


THE BLANK BANK 
BLANKVILLE, VA. NO. 1234 


CHARGE. ...John Doe (Savings a/c #000) DATE... .6/22/39.... 


CERTIFIED NUMBER OF CHECK... .10 22, 1939 
Payable only as originally drawn and 


when properly indorsed. CERTIFIED CHECK IN FAVOR OF.... Richard Roe 
CERTIFIED FOR... . Drawer 


FIRST NATIONAL BANK 
Blanktown, New York CREDIT DATE PAID 
GENERAL LEDGER 


CERTIFIED CHECKS 
Certifying Officer (Duplicate) 


Do Not Destroy 
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The Legal Answer Page 


Questions and Answers on A.B.A. Form Life Insurance Assignment 


Since the Approved Form of Assignment of Life Insurance 
Policy as Collateral was published last August in BANKING, 
the American Bankers Association has received from banks 
and their counsel numerous inquiries as to the proper inter- 
pretation of the form. 

The Legal Department of the Association has compiled the 
following questions and answers, which cover the points that 
appear to be giving banks the most concern, and submits them 
in the hope that they may be of assistance in arriving at a proper 
understanding of the form. 


Question NO. 1: Will the assignment be accepted by the in- 
surance companies generally? 


Answer: As will more fully appear from the answer to Ques- 
tion No. 2, in the great majority of cases the insurance 
companies have no alternative but to accept the assignment 
for filing. The real question is whether the insurers will 
accept the form in the sense that they will give full effect to 
all its provisions and deal exclusively with the banks. 

This form was drafted by a committee appointed by the 
Bank Management Commission, assisted by a committee 
representing the Association of Life Insurance Counsel. 
While the action of the latter association is not binding on 
the insurers, it seems reasonable to assume that a form that 
is acceptable to counsel will be acceptable to the companies 
that they represent. We have been advised that a number of 
the larger insurance companies have determined to receive 
and implement the form. 


UESTION NO. 2: Is the consent of the insurance company to 
the assignment required? 


AnswER: Not unless the policy contract expressly so pro- 
vides. The courts have generally agreed that in the absence 
of a provision in the policy prohibiting assignment, life 
insurance policies may be freely assigned as any other form 
of chose in action. Most of the modern insurance policies 
have been drafted on the assumption that they are freely 
assignable. Some few policies provide the procedure to be 
followed in making an assignment but the majority merely 
provide that the insurance company will not be deemed to 
have notice of the assignment unless a copy thereof is filed 
with it or some other formality adhered to. 


Quzsriow No. 3: Why should banks adopt the approved 
form in preference to any form that they may now be using? 


ANSWER: Under assignments now in use, the insurers fre- 
quently require the banks to prove to their satisfaction the 
amount of the loan and the existence of a default thereon 
and even then sometimes draw the checks to the joint order 
of the bank and the insured or beneficiaries. Section F 
authorizes the insurer to deal exclusively with the Assignee. 
Since the bank, by accepting the assignment, undertakes to 
pay any excess proceeds over the amount of its loan to the 
insured or the beneficiaries entitled thereto under the terms 
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of the policy and can be made to respond in the courts for 
failure to do so, it is believed that the insurers will feel that 
their duty to protect policyholders has been discharged and 
that they may properly deal exclusively with the banks. 
Our information is that a number of insurance companies 
have indicated that they will accept this form and, in ac- 
cordance with its provisions, deal exclusively with the banks, 
and this exclusive dealing is the highest desideratum from 
the banks’ point of view. 


Quesrion NO. 4: Will the assignee receive payment from the 
insurance company in a lump sum even though optional modes 
of settlement have been elected? 


ANSWER: Under the terms of some policies the making of 
any assignment will nullify an election of optional modes of 
settlement previously made. But whether this provision is 
contained in the policy or not, it is believed that the assign- 
ment, by conveying “The sole right to collect from the In- 
surer the net proceeds of the Policy when it becomes a claim 
by death or maturity” and then specifically subordinating 
the reserved right to elect optional modes of settlement to 
the rights of the Assignee, effectively nullifies an election 
previously made. Although this seems to be the better view, 
the question is not entirely free from doubt. It can be argued 
that an assignment to which the insurance company was not 
a party cannot operate to change its contract obligation and 
compel it to make payment in a lump sum, when it has 
contracted to pay in instalments. On the other hand, it can 
be argued that it is competent for an insured to give up his 
right to optional settlements as he seems to do by this 
agreement with the bank. Therefore, it would be safer 
practice to have special settlement provisions cancelled 
prior to and reinstated after assignment, but it must be 
remembered that many insurers will not permit the rein- 
statement of optional modes of settlement. There seems to 
be no reasonable grounds for argument that an election of 
an optional mode of settlement made after assignment would 
operate to defeat the Assignee’s right to collect the proceeds 
in a lump sum. Section C of the assignment form, which 
reserves to the Assignor the right to elect such modes of 
settlement, specifically provides that “the reservation of 
these rights shall in no way impair the right of the Assignee 
to surrender the Policy completely with all its incidents or 
impair any other right of the Assignee hereunder, and any 
designation or change of beneficiary or election of a mode of 
settlement shall be made subject to this assignment and to 
the rights of the Assignee hereunder.” 


UESTION NO. 5: Does the assignment impose upon the 
Assignee the duty of paying out any balance of sums received 
under the policy remaining after satisfaction of the Assignor’s 
liabilities to the Assignee, in accordance with any special mode 
of settlement that may have been elected? In other words, could 
the bank be compelled to pay out such balance in instalments 
over a period of years with interest? 
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ANSWER: For the reasons set forth in the answer to Question 
No. 4, the better view seems to be that the assignment nulli- 
fies an election of optional modes of settlement previously 
made, and any such election made after the assignment is 
made subject to the right of the Assignee to collect the net 
proceeds. 

Section E-1 of the assignment form provides that the 
Assignee covenants and agrees “That any balance of sums 
received hereunder from the Insurer remaining after pay- 
ment of the then existing Liabilities shall be paid by the 
Assignee to the persons entitled thereto under the terms of 
the Policy had this assignment not been executed”’. It will 
be noted that this section merely designates the persons to 
whom such balance shall be paid and makes no provision 
for the method or manner of payment. In construing a 
contract, the courts seek to determine the intention of the 
parties as expressed therein. It is believed that a court would 
properly assume that if the parties intended that the 
Assignee should give effect to optional modes of settlement 
elected, they would have provided that Assignee agreed to 
pay such balance to the persons entitled thereto under the 
terms of the policy and in the manner prescribed by the 
policy. 

Furthermore, the theory of the assignment as a whole is 
that it conveys absolute ownership to the Assignee combined 
with a correlative duty not to retain proceeds not necessary 
to satisfy its loan. If the Assignee insists upon receiving the 
entire proceeds, it must surrender the policy to the insurance 
company for cancellation. Special settlement provisions are 
contract obligations imposed upon the insurer by the policy 
contract and when the policy contract is surrendered and 
cancelled, the obligation to make special settlement pay- 
ments is discharged and terminated. 

The right to make an election as to how much of the in- 
surance proceeds to take is vested in the Assignee by the last 
sentence of Section F, which provides that “Checks for all 
or any part of the sums payable under the Policy and assigned 
herein, shall be drawn to the exclusive order of the Assignee 
if, when, and in such amounts as may be, requested by the 
Assignee.” It is contemplated that in the majority of cases, 
the bank will not insist upon receiving from the insurer 
more than is sufficient to satisfy its loan and interest, leaving 
the balance with the insurance company to be administered 
in accordance with its agreement with the insured. However, 
as the insurance company is not a party to the assignment, 
it is believed that the Assignee cannot compel the insurance 
company to split up the proceeds, if it is not inclined to do 
so. Also, it is believed that the insurer cannot compel the 
Assignee to accept the full amount of the proceeds, if it is 
unwilling to assume the burden of proper application of the 
excess proceeds. Thus, the question is left open for agree- 
ment in each particular case depending on the amounts in- 
volved and the policies of the insurers and the banks. 


UESTION NO. 6: If the Assignee receives sums in excess of 
its loan, is it required to determine the validity of conflicting 
claims of beneficiaries thereto and is it liable for erroneous 
payment thereof? 

ANSWER: The Assignee by accepting the assignment cove- 
nants and agrees that it will pay such excess proceeds to 
“the persons entitled thereto under the terms of the Policy 
had this assignment not been executed”. In our opinion, 
this provision means that the Assignee promises to pay the 
persons who are legally entitled thereto. If the Assignee pays 
one person and another is legally entitled thereto, the As- 
signee can be held liable for the damages sustained by the 
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true beneficiary. As the Assignee is merely the stakeholder 
as to any excess over the amount due it, in case there are 
conflicting claims which are not readily reconcilable, the 
Assignee might, in an appropriate action, pay the excess into 
court and require the claimants to prove their claims to the 
court. 


UESTION NO. 7: Does Section E-1, which requires that excess 
proceeds be paid to “the persons entitled thereto under the terms 
of the Policy had this assignment not been executed”’, refer to 
beneficiaries named at the date of assignment or those who 
are beneficiaries at the time proceeds are received from the 
insurance company? 


ANSWER: This provision refers to those persons who are 
properly designated as beneficiaries at the time payments 
are made to the Assignee by the insurer. As the right to 
designate and change beneficiaries is reserved in the assign- 
ment, it makes no difference whether the designation of 
beneficiary was made before or after assignment. 


UESTION NO. 8: Are notes of third parties discounted by the 
Assignor after the date of the assignment secured by the assign- 
ment? 


ANSWER: Section D provides that all liabilities of the As- 
signor, “either now existing or that may hereafter arise in 
the ordinary course of business between any of the under- 
signed and the Assignee”, are secured by the assignment. 
In our opinion, where the Assignor holds the note of a third 
party and discounts it with the Assignee bank, his liability as 
endorser arises in an ordinary business transaction between 
himself and the bank and such liability is secured by the 
assignment. However, the liability of the Assignor as en- 
dorser when the note is discounted by the Assignee bank for 
a subsequent holder is not intended to be covered by the 
assignment. 


Quezsrion NO. 9: May proceeds in excess of the matured 
liabilities of the Assignor be held by the Assignee as security 
for contingent liabilities? 

ANSWER: The words “then existing liabilities” were in- 
serted in Section E-1 by the drafters of the form for the pur- 
pose of compelling immediate accounting to the insured or 
his nominees upon the receipt of any policy proceeds in 
excess of the amount of the liabilities of the Assignor to the 
Assignee, notwithstanding that the assignment also secures 
liabilities “that may hereafter arise in the ordinary course of 
business’. It is our opinion that “then existing liabilities” 
refers to liabilities then matured and in default and that the 
intention is clear that excess proceeds may not be held as 
security for contingent liabilities that may or may not be- 
come absolute. 


Quesrion No. 10: Will the assignment secure a liability of 
the Assignor to the Assignee incurred after the original in- 
debtedness is satisfied? 


ANSWER: In our opinion, the tenor of the form as a whole 
clearly indicates that the insurance policy shall be held as 
security so long as the Assignor is continuously indebted, 
absolutely or contingently, to the Assignee as a result of any 
ordinary business transaction between them, but that the 
assignment becomes null, void and of no further effect at 
any time when liabilities, as defined in Section D, cease to 
exist, even though there is no specific defeasance clause in 
the assignment. 
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Question No. 11: Why were disability benefits excluded 
from the assignment? 


AnswER: It was not deemed equitable to deny these benefits 
to the Assignor when they would add little to the bank’s 
security. According to our information, there are com- 
paratively few policies in existence under which disability 
payments reduce the face or reserve value of the policy and 
none are now being written. 


Quesrion NO. 12: Why was the provision requiring notice 
to the Assignor before surrendering the policy or borrowing 
from the insurer for purposes other than payment of premiums 
inserted in the assignment form? Is it based on legal or equitable 
reasons? 


Answer: As a general rule, a pledgee cannot make a valid 
sale of collateral without first giving the pledgor reasonable 
notice or the notice prescribed by statute or the pledge 
agreement, unless the giving of notice has been waived by 
the pledgor. However, life insurance is basically different from 
other collateral. Unlike stocks and bonds, life insurance has 
a potential value to the borrower greatly in excess of its 
security value to the bank; it can almost never be replaced 
at the same cost and frequently cannot be replaced at all. 
Therefore, equity seems to require that the insured be 
afforded every possible opportunity to prevent loss of his 
insurance. 


Quzsrion NO. 13: Inasmuch as a great many policy holders 
wait until near the end of the grace period to pay premiums, will 
not the provisions of Section E-2, which require twenty days 
advance notice of intention to surrender or negotiate policy loans, 
prove embarrassing to the banks? 


Answer: The parenthetical exception, “except for the pur- 
pose of paying premiums’”’, operates to permit loans for this 
purpose without notice and even though no default exists. 
It is true that many policies provide that if premiums are 
not paid before the end of the grace period, the insurance 
is automatically converted into paid-up term insurance, 
which has no surrender or loan value. Such insurance, of 
course, affords the bank no protection against contingencies 
other than death. It is suggested that it would be desirable 
to have the note, as collateral for which the policy was 
assigned, contain a provision accelerating maturity upon 
failure to pay premiums on the due date without benefit 
of the grace period. If such provision is not contained in the 
note, care must be taken to make policy loans for purpose 
of paying premiums before the automatic clause becomes 
operative by the expiration of the grace period. However, as 
pointed out before, this may be done without advance notice 
to the Assignor. 


Quesrion NO. 14: Section B-3 permits the Assignee to make 
loans “either from the Insurer or, . . . , from other persons” 
but Section E-2 containing the notice and default requirements 
refers only to policy loans. What is the explanation of this 
apparent omission? 


ANSWER: It is deemed desirable that a bank have the right 
to transfer its collateral and this is consistent with the theory 
of absolute assignment. This right was made specific by the 
insertion of the above quoted words in Section B-3, thus 
recognizing the bank’s right to repledge the policy as col- 
lateral for loans secured by it from the Federal Reserve 
bank, the R.F.C. and like institutions supplying banks with 
funds. Obviously, the insured would not be interested in 
receiving advance notice of such loans, and his interests are 
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not so affected thereby that such loans should be prohibited 
except in case of default. The insured, however, as pointed 
out before, would be vitally interested in receiving advance 
notice of proposed policy loans. 


Quesrion NO. 15: Is there any obligation on the part of the 
insurer to notify the Assignee of non-payment of premiums? 
ANSWER: In our opinion, there is no legal obligation on the 
part of insurer to give such notice. 


Quesrion NO. 16: Is the Assignee required to give notice of 
proposed surrender or application for policy loans, to benefi- 
ciaries designated after the assignment and of which designation 
the bank has notice? 

ANSWER: In our opinion, such notice is not required although 
it would be equitable to do so in case of proposed surrender, 
as the beneficiaries would have an interest in preventing loss 
of the insurance. Section E-2 requires that notice be given to 
those that executed the assignment and Section C provides 
that the designation of beneficiaries in accordance with the 
reserved right “shall be made subject to this assignment”’. 
This means that beneficiaries designated after the assign- 
ment are subject to all the terms of the assignment, including 
the provision denying beneficiaries other than Assignors the 
right to notice. Furthermore, beneficiaries designated prior 
to assignment but who do not join therein are likewise not 
entitled to notice. 


UESTION NO. 17: Will the insurers permit a change of bene- 
ficiaries after the assignment? 
ANSWER: If the insurers are required under the terms of their 
policies to permit the insured to change beneficiaries, they 
cannot refuse to do so after the assignment, as this right is 
excluded from the assignment and reserved to the Assignor 
insofar as it does not affect the rights of the Assignee. 


Qvesrion no. 18: Must the beneficiary named in the policy 
join in the execution of the assignment? 

ANSWER: The rule in the majority of states is that an assured 
who has reserved the right to designate and change bene- 
ficiaries may by assignment without the consent of the 
beneficiary subordinate the rights of the beneficiary to 
claims of the Assignee. However, in some states there are no 
direct decisions on the question and in some states there are 
direct decisions contra in respect of death benefits. Thus it 
would be safer banking practice to have the beneficiaries 
join in the assignment. 


Quesrion NO. 19: Why has a form of release not been printed 
on the back of the assignment? 

ANSWER: We have been advised that combining the assign- 
ment and release in one document would be objectionable 
to the insurance companies, as it would hamper their ad- 
ministration of assignments and place an increased burden 
upon them. Both the duplicate assignment and the release 
are retained in the insurer’s files. The Assignor would 
normally wish to retain the original assignment after the 
loan has been paid but if the release is on the back thereof, 
it must be given into the permanent possession of the in- 
surer. Logically, the release should be a separate document. 
When the loan is paid, the bank’s interest in the policy 
ceases and whether it certifies to that fact in one phraseology 
or another, and whether on the back of the assignment or 
in a separate document, seems unimportant. It is, therefore, 
contemplated that banks will use the separate release forms 
prescribed by the various insurance companies. 
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Mr. NEWTON, vice-president of the First National Bank of 
Chicago, is an authority on finance companies. He contributed 
“The Future of Finance Companies” to the January 1939 
issue of BANKING. 


N reviewing the trends of finance company operations 
during the past year, as revealed by a study of the latest 
available figures of 24 leading companies, it is apparent 

that there has been a growing liberality in the terms under 
which new and used automobiles have been financed. Smaller 
down payments have been required, longer maturities have 
been- granted and increasing use has been made of the device 
of balloon notes, where the final instalment is larger than the 
preceding payments. The requirements of the finance com- 
panies have been relaxed, with this increasing liberality in 
terms. 

Offsetting this unfavorable trend, the composite figures for 
the first half of 1939 reveal that the percentage of loss sus- 
tained to the total amount of retail paper liquidated was 
lower by more than % of 1 per cent than for the preceding 
six-month period and the ratio of repossessions to net worth 
was even lower. Balances delinquent more than 60 days were 
slightly less—so the collection experience of the finance 
companies was more satisfactory. 

Viewed from the standpoint of a banker granting credit, 
the tendency is in the wrong direction—for terms have 
rather steadily deteriorated for the period of a year. As yet, 
there is nothing shown by the figures that is very alarming 
and, so long as business is on the upgrade, I do not believe 
that the losses sustained by the finance companies will be 
disastrous. However, if in the course of the next few months 
the war should cease, we could easily have a considerable 
setback in business, with a rise of repossessions and therefore 
in losses. 


FINANCE COMPANY EARNINGS 


IN these days of lesser earnings, the finance companies can- 
not afford the same percentage of losses as they could in 
times past. The day of big earnings by the finance companies 
has passed—due to the extraordinary growth in capital funds 
in the finance company business, a lessened volume of busi- 
ness plus the increase in bank competition in the field of 
consumer credits. It is not surprising that the finance com- 
panies have experienced what the banks have always found 
—that an excess of funds brings lower rates just as soon as 
the volume of business falls off. 

An idea of just how remarkable the increase in the capital 
funds of finance companies has been is brought out in sharp 
relief by three comparisons: At the close of 1935, thirty-one 
finance companies had a total net worth and debentures of 
$267,598,000; a year later $467,092,000; and on June 30, 
1939, total capital funds were $543,751,000. Within the span 
of four years, net worth and outstanding debentures had 
more than doubled. These capital funds, with fluctuations, 
are still in the business and presumably—with fluctuations— 
will stay there. Under such circumstances, it does not seem 
probable that in the most prosperous times the finance com- 
panies can expect to reach quite the return on their invested 
capital that they have had in other times of like prosperity, 
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nor in average times will their earnings be quite as good as in 
similar average times of other days. 

In making this statement, I am not considering how their 
profits from insurance may compare with former days. It is 
my understanding that these are not what they were, pos- 
sibly including those companies owning their own insurance 
companies. Excepting for some development which cannot 
be foreseen, the earnings of finance companies should eventu- 
ally tend to the same average as those of successful com- 
panies in other lines of business; the capable ones will pros- 
per, the less competent will either not progress or will 
eventually withdraw from business. This may sound like a 
pessimistic observation, but I do not believe that it is. Large 
earnings cannot continue forever, and if they did, they 
would invite hatred and enmity. The safest situation is one 
of keen competition and reasonable profits, such as the large 
banks of this country enjoyed for many years before the 
depression. 

As a result of keen competition and a lessened volume of 
business, the showing of the finance companies during 1939 
will not be as favorable as during the prosperous years of 
1935, 1936 and 1937. Earnings during 1938 were not so good 
as the two or three preceding years, but at least nearly all of 
the finance companies made some money. 


DIVERSIFIED OPERATIONS 


IT has been interesting to note that, in an endeavor to add 
to their volume and to their profits, many finance compa- 
nies, among other efforts to diversify their operations, have 
added a small loan business to their discount operations. It 
appears that such diversifications are advantageous and, of 
course, assist in employing the surplus capital of the business. 
In addition to the advantages of diversification and increased 
business, past experience shows that there is a greater stabil- 
ity in the earnings of those companies operating solely under 
small loan laws than has been the case of those companies 
that confine themselves only to a discount operation. 

For example, The Annalist, in a recent issue, gave the 
following comparative figures: It showed that taking the 
earnings of four large instalment finance companies and 
comparing them with the two largest small loan companies, 
the latter showed a gain of 0.3 per cent in the first half of 
1939 as compared with the same period in 1938, but the 
finance companies showed a loss of 14.5 per cent for the 
same period. However, the volume of small loan paper in 
the United States is much less than that of instalment paper. 
The competition among the small loan companies is contin- 
ually becoming keener and, therefore, if the finance compa- 
nies as a body attempt to control too large a volume of this 
business, they will end not only by reducing the profits of 
the small loan companies but in spoiling the business for 
themselves. 

From the banking viewpoint, those companies which 
intend to acquire a considerable portion of small loan paper, 
largely running for 20 months, should not expect to have as 
high a ratio of indebtedness as they had when their assets 
consisted entirely of discount paper running for a maximum 
of 18 months, and, in the case of used car paper, averaging 
around 12 months. Otherwise they will not be able to main- 
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By ARTHUR W. NEWTON 


tain the liquidity which one has been accustomed to expect 
in the notes of discount companies and which is always found 
in those of small loan companies. The indebtedness of com- 
panies making only personal loans never runs in excess of 
100 per cent of their net working capital and, in the case of 
the two largest small loan companies, never comes near to so 
high a percentage. This is sound financing on their part, not 
only because their receivables run for 20 months but because 
most of them, designedly, carry a very high percentage of 
renewal paper. 

Among the finance companies, I observe that there is a 
rather general desire to earn the good will of the public and 
to do so by removing such unfair practices as have grown up 
over the years, among others, “packs’’, inadequate rebates 
for prepayments, and undue harshness in repossessions. 
However, no matter how desirous the majority of the finance 
companies may be to confine themselves only to ethical 
practices, there is always a minority that will not conform to 
resolutions or agreements. As a consequence, the better ele- 
ment are by competition almost obliged to follow the exam- 
ple of the less ethical. 

Probably, the only way to get every one in the business 
to conform to fair rules would be to draw up a uniform license 
law laying down the fair practices to be observed. It is my 
belief that not only finance companies but banks or others 
doing an instalment finance business should be compelled to 
take out licenses before being permitted to operate. It ap- 
pears to me that it would be a great deal better if the finance 
companies should themselves initiate such legislation rather 
than leave its introduction to bureaucrats and politicians. If 
the finance companies of the country should come to the 
opinion that such legislation was desirable, they should in 
their own interests present a united front, and, therefore, it 
should be promoted by cooperation of both of the national 
associations of finance companies. 


RULES THAT MAINTAIN STANDARDS 


THERE is, of course, on the part of most business, a reluc- 
tance to take any step that would result in government 
control. I think, however, that the small loan companies 
have all been benefited by the uniform small loan act and 
the necessity of conforming to certain rules which maintain 
the standards of the business. In my opinion, the finance 
companies could draw up an act which would be similarly 
satisfactory. 

There is reason to believe that bank competition in the 
field of consumer credits and personal loans is here to stay. 
The statement has been attributed to Administrator Stuart 
McDonald that he regard as the principal contribution of 
the Federal Housing Administration its success in educating 
commercial bankers as to the soundness of granting small 
— loans to be amortized on a monthly repayment 

asis. 

While appearing before a Congressional committee, Mr. 
McDonald was asked by Senator Wagner of New York if he 
did not believe the withdrawal of the Federal Housing Ad- 
ministration from this field would bring up interest rates 
again. To this question, he replied: “I think the local banks 
which went into this business will never get out of it. Some 
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of them will get out of it, but the big ones never will get out 
of it, and they will be enough to furnish competition to the 
finance companies.” 

Of course, the banks’ experience with the Federal Housing 
Administration is not the only reason they are going into the 
instalment finance business. For this fact the finance com- 
panies, to some extent, have themselves to thank. I think it 
only right to mention this because, while many finance men 
have taken a very broad view of bank competition, others 
have been inclined to criticize the banks rather harshly. It 
seems to me that, as I represent a bank which is not in the 
instalment finance business except to the extent that it 
makes many extremely satisfactory loans to finance com- 
panies, I can speak impartially on the action of those banks 
that have gone into it. The banks have for years seen the 
wonderful earnings that finance companies have made, as 
compared with their own meagre earnings. They have nearly 
all, for a long period, had excess reserves for which they could 
find no investment, and they have known that the public 
was gradually becoming aware that finance charges were 
higher than they needed to be and that they sometimes car- 
ried “packs”. The banks have also known that, if necessary, 
they could charge lower rates than the finance companies 
and still do a profitable business. 

In making the suggestion that finance companies keep 
their terms on a sound basis, I am speaking disinterestedly 
because experience has shown me that the finance companies 
with which our bank does business could incur considerably 
greater losses than they have ever done in the worst of times 
without jeopardizing the safety of their notes. It does seem 
to me that the heavy losses that commenced nearly two 
years ago are sufficiently recent for them to convey a warning 
at this time. 


TRENDS 
AS REVEALED BY COMPOSITE FIGURES OF. 
24 FINANCE COMPANIES 


July 
1938 


January 
1939 


July 

1939 

Percentage of retail paper matur- 
ing in 6 months 

Percentage of retail paper matur- 
ing in 12 months 

Percentage of retail paper matur- 
ing in over 12 months 

Period of liquidity in months. . . . 

Balances delinquent over 60 days 
to total retail 

Repossessions to net worth 

Percent of loss to retail liqui- 


61.17 59.05 55.46 


90.74 89.52 86.56 
16.59 


5.00 


10.48 
3.87 


13.44 
5.11 


1.30 90 


.80 
2.74 1.42 


1.21 


1.70 1.077 


COMPARISONS OF VOLUME 


Percentage of new car paper ma- 
turing longer than 18 months. . . 
Percentage of new car paper with 
down payment of less than 4.. . 
Percentage of new car balloon 


16.59 


17.24 


Used car paper maturing longer 
than 12 months 

Used car paper with down payment 
less than 4 

Used car paper with final instal- 


ment larger than precedingones 3.88 
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News PAPER 


Hanes Announces Loans Data, Wider Research ; 


A.B.A. Broadens 


Member Service 


Extending Research 
Into Many Fields 


Enlargement of the services 
of the American Bankers Asso- 
ciation to its members was de- 
cided upon by the Administra- 
tive Committee at its annual 
meeting in New York, it was 
announced by President Hanes. 

“Extension of the Associa- 
tion’s activities is in line with 
the great multiplication of 
banking services which has 
taken place in the past several 
years,’’ Mr. Hanes said. ‘‘The 
added activities will be in the 
field of research. 

“The Association has prose- 
cuted an active research pro- 
gram for some time. However, 
new forms of credit service 
have multiplied in recent years 
and new techniques have been 
developed to the point where 
continuing research must be 
carried on to make the best in- 
formation and knowledge on 
them available to bankers. 

“It is planned that this re- 
search activity will be extended 
into the fields of consumer 
credit, personal loans, term 
loans to industry, mortgage 
lending, agricultural loans, in- 
vestments, bank operations, 
pension plans for bank em- 
ployees and public relations. 
It is expected that trained 
specialists in these fields will be 
added to the staff to conduct 
this research and to assist the 
banks to use the information.” 

The Association has been 
carrying on this form of re- 
search in the trust field for two 
years under the leadership of 
Gilbert T. Stephenson, director 
of Trust Research of The 
Graduate School of Banking. 

“The added activity will re- 
quire an enlarged budget and 
in order to provide for this, 
the Administrative Committee 
voted in favor of such a read- 
justment of the dues schedule 
of the Association as will re- 
store the income of the Associ- 
ation to the level existing 10 
years ago,’’ Mr. Hanes said. 
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Richmond Conference 
Speeches and Pictures 


Excerpts from many of 
the speeches heard at the 
American Bankers Associa- 
tion Regional Conference at 
Richmond will be found 
in BANKING’s Digest this 
month. Also, there is a con- 
ference picture article com- 
mencing on page 43. 


New Sarasota Bank Draws Check No. 1 for 


41% of Country 


’s Banks Loaned Over 


18 Billions in First Half of 1939 


More than 14,000 loans were made during every banking 
hour in the first six months of 1939 by half of the country’s 
commercial banks, Robert M. Hanes, President of the American 
Bankers Association, said at the annual forum dinner of New 
York Chapter, American Institute of Banking, held in New York 


City early in December. 


“The commercial banks of this country made 7,369 new 
loans to business organizations and individuals throughout the 


First Year’s Membership in Association 


After the Sarasota (Fla.) State Bank had opened for busi- 
ness on Dec. 4, President J. C. Cardwell signed the bank’s 
first check, drawn to the order of the American Banker’s 
Association for the institution’s first year of membership, 
thus maintaining Florida’s record of having every bank in 
the state a member of the A.B.A. Above, Mr. Cardwell (left) 
hands check No. 1 to W. W. McEachern, A.B.A. State Vice- 
president, and President, Union Trust Co., St. Petersburg. 


Many Banks Now 
Under Security Act 


Under the amended Social 
Security Act, national banks 
and state bank Federal Reserve 
members and their employees 
are now subject to the Act’s 
old-age insurance tax provi- 
sions, and such banks are also 
subject to the unemployment 
compensation tax. States are 
permitted to require these in- 
stitutions to contribute to state 
unemployment funds. 

The office of the General 
Counsel of the Association is 
actively assisting banks with 
their problems under the Act. 


Increase Research 
Staff of ‘‘Digest”’ 


Subscribers to the revised 
edition of Paton’s Digest, which 
the American Bankers Associa- 
tion is now preparing, have 
been advised that the research 
work is taking much more time 
than was anticipated and that 
it is hoped volume one will be 
delivered in the Spring. 

“We are loath to sacrifice 
accuracy to speed in a publica- 
tion of this character,”’ says a 
letter to those who have placed 
subscriptions. ‘“‘We are, there- 
fore, increasing our research 
staff in order to expedite the 
work.” 


country during every banking 
hour between January 1 and 
June 30 and renewed 7,252 out- 
standing loans during every 
banking hour,” Mr. Hanes 
stated. In addition, ‘‘ the banks 
made 163 new mortgage loans 
during every banking hour in 
the same period. 

“This is a total of 14,784 
credit extensions to business 
firms and individuals by com- 
mercial banks for every bank- 
ing hour during the first half of 
this year,”’ he declared. 

Mr. Hanes, president of the 
Wachovia Bank & Trust Com- 
pany, Winston-Salem, N. C., 
gave the Chapter the results 
available to date in a national 
survey of bank lending re- 
cently undertaken by the As- 
sociation. 

‘*Six thousand banks, or 41 
per cent of the commercial 
banks of the country have re- 
plied to the questionnaire sent 
out by the Association’s Re- 
search Council. 

“These 6,000 banks reported 
that they made: 5,747,976 new 
loans totaling $10,083,449,563. 
5,656,408 renewals of loans 
totaling $7,618,543,520. 127,389 
mortgage loans totaling $412,- 
018,339. 

“This is a total of 11,531,773 
credit extensions totaling $18,- 
114,011,422 made between Jan- 
uary 1 and June 30 of this year 
by 41 per cent of the country’s 
commercial banks. If only 41 
per cent of the banks made over 
$18 billion in credit extensions 
during the first six months of 
this year, it is quite evident 
that if we add the credit exten- 
sions of the other 59 per cent, 
we have a staggering and al- 
most unbelievable total. 

“Tf every thinking citizen of 
America were made aware of 

(Continued on page 62) 
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SAFEGUARDING THE 


When new frontiers are to be gained, the hardy 
scout plays the leading role. It is he who forges 
ahead to feel out dangers and sound the alarm 
for those who are to follow. 

Capital Stock Fire Insurance is industry's trust- 
worthy scout. Without the constant vigilance 
of this sound and effective protection, all indus- 


trial progress would 
be slowed down or 
stopped. 

The engineering 
and inspection ser- 
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NATION’S BUSINESS 
vice of THe Home and its policy of prudent yet 
progressive underwriting, provide for industry 
the safest and most reliable precaution against 
loss following insurable mishaps. 

Industry crossing frontiers need not be 
exposed friendless to savage attacks and the 
gauntlet of fire, windstorm, explosion and 
similar hazards. This 
kind of insurance — 


INSURANCE 
COMPANY 


NEW YORK 


Through its agents and brokers, THE HOME is the leading insurance protector of American Homes and the Homes of American Industry 


ear to ground, eye to 
uture — safeguards 
thenation’s business. 
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Members Told State Bank Division’s 
Stand on Important Bank Questions 


In a letter to members of the 
State Bank Division of the 
American Bankers Association, 
President William S. Elliott 
sets forth the Division’s posi- 
tion on a number of banking 
problems. 

He reiterates the Division’s 
support of the dual system of 
banking whereby banks may 
be chartered and operated 
under Federal or State law, and 
also reaffirms its stand with re- 
gard to branch banking across 
state lines, saying that the Di- 
vision favors “freezing” such 
branch banking or holding 
company banking within its 
present limits. 

Because centralization of 
political or economic power ‘“‘is 
contrary to the spirit of the 
American Constitution and if 
ultimately and fully effected 
will mean the death of individ- 
ual liberty”, the Division, 
states Mr. Elliott, opposes Gov- 
ernment ownership of the Fed- 
eral Reserve System, “which 
clearly would be a step toward 
centralization.” 

Abolishment of the Office of 
Comptroller of the Currency is 
opposed for the same reason 
and also because such action 
“would tend to destroy the 
duality of banking by the pos- 


sibility of radical change in the 
setup and/or supervision of the 
national banking system.” 

Although Government lend- 
ing agencies were to some ex- 
tent justified a few years ago, 
there is now “every reason to 
suggest that emergency instru- 
mentalities should curtail or 
cease their activities.”’ 

State banking departments’ 
efficiency, Mr. Elliott asserts, 
should be fully maintained and 
their prestige and power should 
not be impaired. 

“Tt is illogical and unfair to 
require dual examinations for 
state banks in order that they 
may comply with state laws 
and preserve their insurable 
status while national banks are 
examined by only one agency 
to retain their eligibility. In all 
ordinary cases the certificate of 
a duly accredited state bank- 
ing department should be of 
equal virtue in justifying de- 
posit insurance as the certifi- 
cate of the Comptroller of the 
Currency or the Board of Gov- 
ernors of the Federal Reserve 
System. Any invasion of the 
powers or prerogatives of state 
banking departments must in- 
evitably result in the impair- 
ment and ultimate destruction 
of the state system.” 


A.I.B. Council to 
Meet in Ft. Worth 


The annual midwinter meet- 
ing of the Executive Council of 
the American Institute of Bank- 
ing will be held Jan. 24 to 26 at 
Fort Worth, Texas. Sessions 
of various committees com- 
posed of Council members will 
be held on the two days pre- 
ceding the meeting. 


W. J. Kieferdorf, 
Trust Officer, Dead 


W. J. Kieferdorf, vice-presi- 
dent and senior trust officer of 
the Bank of America N. T. & 
S. A., San Francisco, died Dec. 
3, 1939. 

For many years prominent in 
the A.B.A. Trust Division, he 
was also the first trust officer of 
Bank of America. 


Lending Data 
(Continued from page 60) 


that one fact we would hear 
little more of these demands for 
additional Government lending 
agencies. 

“T state emphatically and 
unequivocally that the banks 
of America are meeting the 
credit needs of business ade- 
quately and intelligently.”’ 


CONVENTIONS 


American Bankers Association 


Feb. 13-15 


Mid-Winter Trust Conference, 


Waldorf-Astoria 


Hotel, New York City 


Mar. 6-8 
Mar. 21-22 


York City 


Regional Conference, Waldorf-Astoria Hotel, New 


Regional Conference, Denver, Colorado 


Towa 


Association Reports 
On Its Activities 


Reports of the various ac 
tivities of the American Bank. 
ers Association for the year 
1938-39 have been sent to the 
membership in printed form. 

In a foreword, Dr. Harold 
Stonier, Executive Manager, 
says that Philip A. Benson, im- 
mediate Past President, “‘ dedi- 
cates this booklet to the large 
company of bankers who con- 
tributed so outstandingly to the 
work of the Association under 
his leadership and who made 
this summary of constructive 
service possible.” 


Campbell Heads Trust 
Banquet Committee 
H. Donald Campbell, presi- 
dent of the Chase National 
Bank, New York, has been 
named chairman of the ban- 
quet committee for the 29th 
Annual Banquet of the Trust 
Division of the American Bank- 
ers Association, to be held at 
the Waldorf-Astoria Feb. 15. 


The American Institute of 
Banking’s plans for the coming 
year include publication of new 
texts in Commercial Law, Ne- 
gotiable Instruments, Invest- 
ments I and perhaps Invest- 
ments IT. 


Minnesota, Minneapolis 
District of Columbia, The Homestead, Hot Springs, 


Virginia 


West Virginia, Greenbrier Hotel, White Sulphur 


Springs 


June 11-12 Wisconsin 


Apr. 21-24 
June 3-7 
Sept. 22-26 


Annual Meeting, Executive Council, The Home- 
stead, Hot Springs, Virginia 

American Institute of Banking, Statler Hotel, Bos- 
ton, Massachusetts 

Annual Convention, Atlantic City, New Jersey 


June 14-15 
June 17-19 
June 21-22 
June 21-23 
Aug. 26 


North Dakota, Minot 

Michigan, Pantlind Hotel, Grand Rapids 
Colorado, Stanley Hotel, Estes Park 
Maine, Poland Spring House, Poland 
Nevada, Winnemucca 


Other Organizations 


Missouri Bankers University Conference, Univer- 
sity of Missouri, Columbia, Missouri 

Sixth International Heating and Ventilating Expo- 
sition, Cleveland, Ohio 

Louisiana Bankers Conference, Louisiana State 
University, Baton Rouge 

Indiana Banking Conference, Indiana University, 
Bloomington 

Bond Conference, Fifth Federal Reserve District, 
Federal Reserve Bank of Richmond, Virginia 
Eighth Eastern Regional Conference, National 
Association of Bank Auditors and Comptrollers, 
Emerson Hotel, Baltimore, Maryland 

National Association of Mutual Savings Banks, 
Statler Hotel, Boston, Massachusetts 

Regional Conference, National Association of Bank 
Auditors and Comptrollers, Minneapolis, Minnesota 
New Hampshire Bank Management Conference, 
Amos Tuck School of Business Administration, 
Hanover, New Hampshire 

North Carolina Bankers Conference, Chapel Hill 


State Associations 


New York, Annual Mid-Winter Meeting, Federal 
Reserve Bank Building, New York City 
Connecticut, Midyear Banquet, Hotel Taft, New 
Haven 

Ohio, Mid-Winter Meeting, Neil House, Columbus 
Florida, Biltmore Hotel, Palm Beach 

Georgia, Augusta 

Oklahoma, Tulsa 

Missouri 

Kansas, Wichita 

Mississippi, Buena Vista Hotel, Biloxi 

Indiana, Claypool Hotel, Indianapolis 

South Dakota, Watertown 

Arkansas, The Arlington, Hot Springs 

Maryland, Atlantic City (Fentative) 

Texas, Buccaneer Hotel, Galveston 

Massachusetts, New Ocean House, Swampscott 
New Jersey, Atlantic City 

Virginia, Hotel Roanoke, Roanoke 

Illinois, Palmer House, Chicago 


Jan. 17-19 
Jan. 22-26 
Jan. 24-26 
Feb. 12-14 
Mar. 20-21 
Apr. 18-20 


May 8-10 
May 17-18 


June 7-8 
May 28-29 July 8-12 
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June +5 
June 5-7 
| 
Jan. 15 
Jan. 25 
Feb. 12 
Apr. 46 
Apr. 18-19 
: May 2-3 
May 68 
May 8-10 
May 13-15 
May 15-16 
May 15-16 
May 16-17 
May 16-17 
May 21-23 
62 


0 con- 
to the 
under 
made 

uctive 


ast 

ittee 
presi- 
tional 
been 
ban- 
29th 
Trust 
Bank- 
eld at 


ite of 
oming 
new 
Ne- 
nvest- 
ivest- 


Ww" you review your 1939 advertising and 
make your plans for this year, look carefully 
at the checks you supply to depositors. Each check 
is, in a sense, an advertisement for your bank 
which leaves an impression—favorable or unfavor- 
able—in the minds of many people. 


To be sure of favorable reaction from depositors 
and prospective customers alike, use Todd Super- 
Safety Insured Checks. Their attractive appear- 
ance, skillful lithography, crisp, strong paper and 


excellent writing surface are sure to convey good 
impressions when they meet the public. 

Todd Super-Safety Checks give you selling 
points you can talk about and advertise. Your 
depositors will appreciate the exclusive loss-pre- 
vention features of Super-Safety and the insurance 
that guarantees them from loss. 


Write for testing samples. We shall be glad to 
send them, together with our popular booklet, 
“Two Dozen Ways To Make Friends For A Bank”. 


TODD COMPANY, INC. 


1122 University Avenue * Rochester, New York 


Please send me a copy of “Two Dozen Ways To Make Friends For 
A Bank,” without charge or obligation. 


COMPANY, INC. 


ROCHESTER NEW YORK 


OFFICES IN ALL PRINCIPAL CITIES 
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METHODS and IDEAS 


This department of BANKING is 
conducted by our Methods and 
Ideas reporter, John J. McCann. 
Further information regarding 
the bank equipment mentioned 
here may be obtained from the 
office of BANKING, 22 East 40th 
Street, New York City 


Insurance Financing 


ROUND OUT consumer loan serv- 
ice, the First Wisconsin National 
Bank of Milwaukee recently added 
insurance premium financing to its 
Time-Credit Plan. While a good many 
banks have limited their appeals on this 
service to refinancing old premiums, 
First Wisconsin shoots at new insur- 
ance business almost entirely. 

Specifically, the bank is interested in 
two groups of prospects. To those who 
now buy insurance on an annual basis, 
the plan offers substantial savings 
through the purchase of longer term 
policies. And to all who want the popu- 
larized “balanced”’ protection, the plan 
makes it possible to buy several kinds 
of insurance in one “package”, with 
premiums arranged in one series of 
budget instalments. The emphasis on 
new business encourages the coopera- 
tion of agents and brokers who, in the 
final analysis, hold the key to the insur- 
ance field. 

It is one problem to do an effective 
selling job through advertising directed 
to the consumer, but still another and 
more knotty problem to line up agents 
and brokers to the cause. A complete 
service manual distributed to all local 
agents is First Wisconsin’s answer. This 
manual contains full instructions on ar- 
ranging Time-Credit loans, rules apply- 
ing to payments and delinquencies and 
payment schedules. For handy reference 
full page rate charts are illustrated for 
each type of loan, including monthly, 
annual and semi-annual payments on 
annual, three-year and five-year pol- 
icies. Each chart lists the total pre- 
miums, down payment to be collected 
by the agent, balance to finance, and 
amount of repayments on premiums 
ranging from $1 to $2,500. 


Credit Inquiry 


SOMETHING NEW IN creating contact 
with potential borrowers is suggested 
by the “ Credit Inquiry ” plan announced 
recently by the Morris Plan Bank of 
(Richmond) Virginia. Its purpose is to 
establish a reserve line of credit for all 
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who file “inquiries” —a form similar to 
regular loan applications. Upon check- 
ing information, each applicant is ad- 
vised of the amount of credit he may 
anticipate, when and if he requires a 
loan. Satisfaction and peace of mind 
are points emphasized as immediate 
benefits, and the speediest possible 
credit is of course the final objective. 
Though still too early for a report on 
reactions, the plan obviously is a step 
in the right direction. Once credit lines 
are established and the prospect is fully 
acquainted with what he may expect 
and what is expected of him, the hurdles 
are down and the loan is as good as 
made. 


Mortgage Loans 


PERHAPS MORTGAGE LOAN selling has 
been too concerned with its own ends 
and not enough with the plight of the 
prospect who cannot find a home worthy 
of a mortgage. It is a reasonable specu- 
lation that this is so, anyway. Bowery 
Savings Bank (New York) apparently 
adapts this theory to its new 414 per 
cent FHA insured mortgage campaign. 
Instead of confining appeals to the 
merits of the plan, which is lower than 
the generally prevailing rate, the cam- 
paign links the service with every worth- 


while new home development in Queens, 
Nassau and Westchester counties. 

Home seekers are offered a complete 
indexed list of the location of new homes 
in each area, the names of their builders 
and price range. It also shows actual 
photographs of some of the homes, 
While there is no obligation attached to 
this offer to finance through the Bowery, 
it follows that a good proportion of 
buyers will either be guided back to the 
bank by a recipresating builder, or will 
come of their own accord for the lower 
rates. 


Auto Loan Display 


STREAMLINED MINIATURE MOTOR Cars 
attractively set in special displayers 
keep lobby traffic conscious of Cali- 
fornia Bank’s automobile loan services, 
The displayer is die-cut from one piece 
of light green cardboard, printed in 
dark green and yellow, and when folded 
stands five inches high with an eight 
inch square base. The miniature cars 
are held in position by elastic bands run 
from the front axle to a notch cut for 
that purpose in the rear of the card. 
Three or four units were set up in all 
branches when 1940 models were an- 
nounced and will remain there through 

(CONTINUED ON PAGE 66) 


Below: Mrs. Charles Fortier, daughter of the late C. Latham Sholes, an early 
typewriter inventor. Mrs. Fortier is shown at an original model, which she used 
for the first time about 1873 
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DOES IT 


COST You MONEY 


WHEN THE OTHER FELLOW 
SCORNS ADVICE? 


® You have read of cases where a property 
owner failed to follow the suggestions of his 
fire insurance company for reducing hazards— 
and needless loss resulted. 

If you do not care to help pay for this sort 
of oversight, you will find it advantageous to 
become an I.R.M. policyholder; for unless the 
essential recommendations of I.R.M. fire-pre- 
vention engineers are followed, we do not ac- 
cept the insurance. 

I.R.M. writes only those risks which meet 


its standards; frequent inspections keep them 
up to that mark. When you qualify for this pro- 
tection, your fire insurance cost is less, since 
very few losses due to carelessness and procras- 
tination of others are reflected in the I.R.M. net 
cost. 

As a result of these factors, I.R.M. policy- 
holders have received a return of 25% of their 
premiums annually since the founding of this 
group —an example of sound indemnity at 
minimum cost. 


60 John Street, New York 


A nation-wide organization of old established, standard reserve companies writing the following 
types of insurance: Fire * Sprinkler Leakage * Use and Occupancy * Tornado and Windstorm 
* Earthquake * Rents * Commissions and Profits * Riot and Civil Commotion * Inland Marine 
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A. new Freedom 


lor Secretaries ! 


WELCOME NEWS TO EXECU- 


TIVES ...and more welcome news to 
those hard-working girls who carry 
the burden of office work! A new free- 
dom... from end-of-day fatigue. Long 
jobs made shorter, hard jobs made 
easier, by the easy action and speed of 
this new L C Smith. New typing aids: 
New Automatic Margin Set (actually 
operative with one hand!) which sets 
right and left margins with one lever. 
New Concealed Touch Selector with 


seven positive adjustments. New Card 
Holder...New Linespace Mechanism. 


New in appearance...modern, smart... 
truly the finest typewriter ever to bear 
the famous L C SMITH name. Any 
LCSmith branch or dealer will gladly 
demonstrate it, without obligation. 


Send for free copy of new edition of 
our helpful booklet “Tips to Typists.” 


L C Smith & Corona Typewriters Inc 
Desk 1, 175 Almond St., Syracuse, New York 


IMPORTANT NOTE TO BUYERS: 


Used typewriters accepted by us as part 
payment will be credited at 1939 sched- 
ule values until close of business Jan. 31st. 
Tell us make, model and serial number 
of your old machine. Then right in your 
office, let us demonstrate the new 1940 
L C Smith. Phone any branch or dealer. 


LC SMITH 


... the finest typewriter in our history 
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METHODS—Continued 


the Los Angeles Winter automobile 
show. Branch managers report a good 
number of loans directly traceable to 
the displays. 


Club Signature Records 


To SAVE TIME and detail on club ac- 
count renewals, the National Savings 
Bank (Albany, New York) suggests a 
master signature card system in place 
of the regular type card usable one club 
season only. The bank’s form is similar 
to the regular type card with one excep- 
tion. Instead of a single blank for re- 
cording “account number”, the card 
carries a full column of blanks for this 
purpose, permitting its use year after 
year for as many as 14 renewals. 

This system not only saves “window 
time” for both bank and customer dur- 
ing rush hours that invariably attend 
renewal periods, but also provides a 
helpful check on account activity. From 
the standpoint of cost analysis, this 
latter point is particularly important. 
Though all club accounts are generally 
considered “new” accounts with each 
new season, actually a large percentage 
of enrollments are repeat business. Only 
when the ratio between repeat and new 
business is known can analysis justly 
apply its yardstick of cost. 


C’est la guerre 


“THE ROMANCE OF MONEY,” newsy 
little journal of the Home Savings Bank 
(Boston), never misses an opportunity 
to report interesting squibs about de- 
positors. This editorial policy may well 
be a rule-of-thumb for holding reader 
interest in any such publication. 

December’s issue, for example, car- 
ried a few war items to illustrate the 
adventurous lives of “Home” bank 
books. Several, so it says, were aboard 
the ill-fated Athenia and all but one 
“torpedoed” passbook were lost. This 
was presented by the owner for replace- 
ment not long ago, its water-logged 
pages mute evidence of its experience. 
Another item reports the experience of a 
depositor who was stranded when Italy 
cancelled all sailings. Upon reaching 
France without sufficient funds to buy 
another ticket, the depositor’s only 
means of credit was a passbook and it 
was accepted by the steamship agency 
for passage. 


War Spotlight 


THE WHIRLWIND CAMPAIGN organized 
last month for relief funds found at 
least one banking institution on record 
to befriend the Finnish cause and help 
local sympathizers. Immediately follow- 
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ing the opening of the drive, Morris 
Plan Industrial Bank invited New 
Yorkers to use all its Metropolitan 
branches as headquarters for contribu- 
tions. The bank also acted as ticket 
agent for the huge “Help Finland” 
benefit show staged at Madison Square 
Garden, December 20. 


On-coming Generation 


SO OFTEN EXPLOITED to the conster- 
nation of parents, the so-called juvenile 
market has become a ticklish ground 
for commercial advertisers. But not so 
with banking. Parent cooperation is 
rarely a problem for any bank that 
seeks to promote bank service through 
, the rising generation. School savings is 
a typical example. So are the farm 
projects sponsored by 4-H and Future 
Farmers. 

None of this activity is confined to 
any one section, nor to large banks 
with time and money to spare. Dotting 
the country are small institutions tak- 
ing advantage of every opportunity to 
school the youth to face problems for 
which there is no better or more ready 
answer today. Small projects like the 
calf club sponsored by the Emmet 
County State Bank of Estherville, 
Iowa, promise better equipped citizens 
when multiplied by the hundreds of 
similar projects now carried on in agri- 
cultural states. Calf club work is first 
of all educational, but it also offers an 
excellent means of acquainting young- 


sters with the purposes of banking serv- | 


ice that today seem so difficult to get 
across. 


Sidewalk Superintendents 


THE MENTOR OF ROCKEFELLER CEN- 
TER did much more than satisfy the idle 
curiosity of Manhattan’s sidewalk su- 
perintendents; he started a vogue. Now, 
it seems no building project that hopes 
for public approval dares overlook the 
long neglected folks who always flock 


AUTO LOAN DISPLAY (See Page 64) 


A streamlined lobby auto display ex- 
hibited during the local auto show 
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to excavations and help watch con- 
struction. 

At Shreveport, Louisiana, where the 
Commercial National Bank has its 
new 17-story building underway, by- 
standers get more than a ring-side 
kibitzing stand of their own. They are 
enrolled as charter members in the 
Curbstone Contractors’ Club and re- 
ceive an official membership card. The 
card carries a cut of the new building, 
with the steam shovel emblem of the 
club, and impressive membership en- 
rollment copy. It is signed by the presi- 
dent of the construction company. At 
first issued for the amusement of close 


personal and business friends, the 
bank’s novel card quickly became pop- 
ular among depositors. 


Selling Safe Deposit 


MANY SCHEMES HAVE been tried in 
safe deposit promotion, but still the 
most effective appears to be good lobby 
displays. Checking several banks, we 
find that it is more or less common prac- 
tice to display various size boxes some- 
where in the lobby. Usually these are 
arranged at the new account desk or 
in other departments most likely to 
interest customers in safe deposit fa- 
cilities. 


A Background to Meet 
Today’s Problems 


The accumulated experience of The First 
National Bank of Chicago covers seventy- 
six years. During that time the bank has 
seen the nation pass through many business 
cycles, each with its succession of compli- 
cated economic factors. Each of these phases © 
in turn has created its own special problems. 


To meet specifically the requirements of 
business, the Divisional Organization of The 
First National Bank was developed in 1905. 
This distinctive feature brings bankers into 
immediate contact with officers who are 
specialists in the requirements of correspon- 
dents. The long and valuable experience of 
the bank thus becomes immediately appli- 
cable to the problems of today. 


The First National 
Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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A number of banks insist that best re- 
sults are obtained from a display of 
specimen sections, rather than just the 
collection of boxes. American National 
Bank, Kalamazoo, Michigan, among 
others in this group, has arranged a wall 
display near the bank entrance. The 
case serves as a demonstration not only 
of box size, but all the safeguards set 
up for protection. The bank guard 
demonstrates the equipment and refers 
prospects to the vault attendant. 


Seeks New Loan Fieid 


STEPS WERE TAKEN at a recent meet- 
ing of the agricultural committee of the 


Georgia Bankers Association to obtain 
amendments to the Federal Tenant 
Purchase Fund, with the objective of 
making long term loans to qualified in- 
dividuals for the purchase of idle farm 
lands to be restored to cultivation. 
Under present regulations, such loans 
apply only to farm families. The asso- 
ciation contends that this shuts out 
many young unmarried farmers eager 
to purchase new lands on this basis. 
In the group are state college and 4-H 
graduates. 

President Herbert Huckabee also 
laid the task of opening this undevel- 
oped field to city banks, because of the 


Close Contact with the 
Majority of 


Michigan’s Important Industries 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


THE GROWTH of this organization parallels the period of 


marked industrial expansion which began with the turn of 


the century. Confining itself to well established communities 


and corporations, this house has been identified with the 


original underwriting and distribution of bonds, notes, and 


debentures of representative borrowers in practically all 


major fields and localities of the country. 


CHICAGO, 201 SO. LA SALLE STREET * 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


facility with which they can perfect 
forms of notes and mortgages necessary 
to safeguard security in this proposed 
type of loan. It was pointed out that 
such loans could be made by city banks 
upon recommendation of local banks 
and the county agent where the appli- 
cant resides. In most cases additional 
loans for livestock and other improve- 
ments would probably be handled by 
local country banks. Thus, there would 
be an equalized stake in practically all 
transactions. 


Holiday Loans 


THE BID FOR Holiday loans ran to 
record proportions as bank campaigns 
reached the peak in early December. 
Many banks dressed up the personal 
loan appeal in the more timely guise of 
“Christmas Loans’’. In San Francisco, 
Morris Plan Bank went two steps further 
with a large scale campaign for “ Christ- 
mas Loans by Telephone.” Shoppers 
were invited to call a special number 
and make all transactions, with the ex- 
ception of signing notes and delivering 
money, over the wire. And to add still 
more convenience, borrowers were per- 
mitted to defer repayment schedules to 
March—in many cases a full three 
months’ grace. The bank operates on 
the basis of $6 for each $100 for 12 
months, with no service charge or in- 
vestigation fees. The majority of loans 
made this season were single notes 
without comakers. 


Pay-As- You-Check 


“Payc” (pronounced pace) is among 
the newest versions of no-minimum- 
balance checking. Recent installations 
in both small and large banks in the 
Middle West indicate a further spread 
of this type of checking. The plan 
boasts several new features. These ap- 
ply chiefly to simplification of methods 
of handling and selling. The system is a 
“packaged” unit easily set into oper- 
ation without increasing personnel, or 
installing elaborate bookkeeping ar- 
rangements. For the most part, the plan 
is tailored to regular bank forms. 
Checks are sold at $1 per book of 20 
checks. 


New Type Promotion 


FOR MANY YEARS banks have de- 
pended upon the transfer of Christmas 
club funds to permanent thrift accounts 
as one, and probably the only, means 
of showing a net gain on club opera- 
tions, intrinsic values notwithstanding. 
But this past season a new style of 
promotion was aimed at extending 
the service—and profit—on club funds. 
Most banks which sponsored clubs 


BANKING 


| 


IMPERIAL BANK 


OF CANADA 
65th ANNUAL STATEMENT 
Year Ending October 31st, 1939 
BALANCE SHEET 
Liabilities 
$ 5,307,515.00 


n 
$12,006,061.83 
Deposits by 


and 

ances due to Provincia 
Governments 

Deposits by the public 
not bearing interest . 

Deposits by the public 
bearing interest, incl. 
int. accrued to date of 
Statement 


10,327,135.83 
39,783,818.36 


99,453,736.06 
161,570,752.08 
Deposits by and bal- 

ances due to other 

Chartered Panks in 

Canada. . $ 1,023,200.24 
Deposits by “and bal- 

ances due to Banks 

and Banking Corre- 
spondentsin the United | 
Kingdom and Foreign 

2,864,565.73 


3,887 ,765.97 
$170,766,033.05 
Acceptances and Letters of Credit Out- 
standing 1,351,836.05 
— Paid 


unpa! 176,326.36 
Balance of Profits as per 
Profit and Loss Ac- 
665,634.04 
15,841,960.40 
Assets 


Gold held in Canada. $ 746.18 
Subsidiary Coin held in 
316,578.69 


Canada 
Notesof Bank of Canada 5,267,915.00 
Deposits with Bank of 
‘anada 9,123,625.89 
$ 14, 391,540.89 
Notes of other Chartered 
Banks $ 317,400.00 


Government and Bank 
Notes other than Ca- 
nadian 55,227.74 


it with the Minister of for 
e security of note circulation 273,843.10 
Cheques on other Banks 7,265,789.76 
h and due by other 
hartered Banks in Canada 629,759.57 
Due by Banks and Banking Correspond- 
ents elsewhere than In Canada 3,234,975.57 
Dominion and Provin- $ 26,485,861.50 
cial Government di- 
rect guaranteed 
Securities maturing 
within two years, not 
market 
$26,128,054.74 
Other Dominion and 
Provincial Govern- 
ment direct and guar- 
anteed Securities, not 
exceeding market 


$ 15,081,493.50 


43,848,582.77 


curities, not exceed- 
ing market value... .. 
Other Bonds, Deben- 
tures and Stocks, not 
exceeding market 


6,196,598.73 


35,863.59 
76,209,099.83 
Call and Short (not ex- 
ceeding thirty days) 
Loans in Canada on 
Stocks, Debentures, 
Bonds other Se- 
curities, of a sufficient 
value to 
$ 5,200,024.50 


587,928.43 
to Cities, Towns, 
Muniet alities and 
tricts 7,393,783.82 


Current Loans and Discounts in Canada, 
not otherwise included, estimated loss 
provided for 64,080,745.51 

Non-current Loans, estimated loss pro- 

ied for 250 243.56 
Real Estate other than Bank Premises. . 143,084.64 

Mortgages on Real Estate sold by the 

Bank 340,867.88 


5,850,776.60 


13, 181,736.75 


1,351,836.05 


65,577.18 
$187,959,829.50 


H. T. JAFFRAY, 
General Manager. 


AUDITORS’ REPORT TO SHAREHOLDERS 
one report to the Shareholders of the Imperial Bank of 


That we ve have ¢ Smntnes the above Balance Sheet as at 
31st Cegper. and compared it with the books at 
Head the rertified returns from _ the 
Bromebes. We have obtained all the information and ex- 
planations that we have required, in our opinion the 
transactions of the Bank which have come under our 
notice have been within the powers of the Bank. 

In our opinion the Balance Sheet discloses the true con- 
dition of the Bank, and is asshown by the books of the Bank. 


A. B. SHEPHERD, F.C.A. 
of Peat, Marwick, Mitchell & Co. 
D. McK. McCLELLAND, F.C.A. 
Toronto, 14th Nov., 1939. of Price, Waterhouse & Co. 
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and also operated no-minimum-balance 
checking tied-in both services as a unit 
of Christmas merchandising. The club 
member, as it appears from early re- 
ports, proved to be an ideal prospect. A 
surprisingly high number of special 
checking accounts resulted from each 
campaign. 

Folders, newsads, posters—every me- 
dium was geared into action for devel- 
oping this new promotion. State Plant- 
ers Bank and Trust (Richmond, Vir- 


ginia) addressed a form letter extolling 
the benefits of CHEX to its depositors. 
Others put pressure behind Auto-Check, 
Register Check and the many varieties 
of similar plans. Only one form of pro- 
motion failed. One large institution 
experimented with a premium, offering 
transferred funds a special rate of $1, 
instead of the customary $2 charged for 
a book of 20 checks, provided the new 
account was opened within a specified 
period. 

Although several hundred accounts 
resulted, the concession was criticized 
by regular customers. 


OLDSTER 


A recent birthday announcement. On | 


page 60 of BANKING’S December issue 
an error was made in this institution’s 
name. The picture on that page showed 
an interesting display which the bank 
had set up in connection with its birth- 
day. This was not a window display, as 
stated in the caption, but an outdoor 
display on the bank’s lawn 


TO DAY MARKS THE 
135" Anniversary 


—OF— 


The TRENTON BANKING 
COMPANY 


Tra of December, 1804, the legilapute of The State of New Jeney 
pased an act erect and exablish The Trenton Banking Company.” 


Today we the Anawvervary of the grennng of hat charter. 


This is the oldest banking institution in The State of New Jeney, operat> 
ing under iti ongsnal name and charter and one of the oldest in the nation 


We hold to the belief that it takes more than age to jusnly pride in a busi- 
new institunon. It i Phe Trenton Banking Company's record of achievement, 
record af ancere and honorable semnce rendered to the communnty, that 
we believe is a just cause for pride It is not individuals alone but institutions 
& well, that leave “Footprints in the sands of time.” 


The Trenton ng Company looks forward to the furure with a seady 
confidence in itv to chart its coune in rapidly changing world 


An Amencan institution, founded shortly aher the berth of the Navon, it 
holds serong belefy in Amenca and the Amencan way of hife—in conservative 
but demble banking methods, talized and molded to meet the ever-changing 
of society and bunness 


Ch Only sound governments and sound institutions endure YO 


THE_TRENTON BANKING 
COMPANY 


State & Warren Streets 


CHARTERED 1804 


“Since we acted on the Berk- 
shire Mutual agent's advice 
five years ago, the cost of fire 
insurance on our property has 
been materially reduced, and 
we have saved hundreds of 
dollars each year. | have trans- 
ferred all my personal insur- 
ance on my house and cars to 
the Berkshire, and it will pay 
you to do the same. Why not 
call the Berkshire agent today? 
Their folder, ‘Through Four 
Generations’, tells their com- 
plete story if you are not fa- 


miliar with it.” 


BERKSHIRE 


MUTUAL FIRE 
INSURANCE CO. 


NCORPORATED 1835 


MASSACHUSETTS 
DRED YEARS 
SERVICE” 


PITT SFI ELD 
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AVINGS in banks for the year ended 
June 30, 1939, continued to increase 
slightly over the previous year. They 
rose from $24,625,514,000 to $25,080,- 
947,000, a gain of $455,433,000, or 
1.85 per cent, according to reports 
received by the Savings Division, 
American Bankers Association. 

“For five years savings in banks have 
increased despite the depressions which 
have followed each other across the 
country in the wake of the great depres- 


The Nation’s Savings Again Increase 


sion that began 10 years ago,” says 
W. Espey Albig, Deputy Manager of the 
Association and Division Secretary. 
“The total volume of savings and time 
deposits in the banks of the United 
States is slightly more than were held 
by them in 1926, but $1,000,000,000 
less than in 1927. The increase has been 
general, following the trend of industry. 
In only six states has there been a re- 
cession in savings deposits in banks: 
Kentucky, Montana, North Carolina, 


‘Tre character of a bank is 


reflected in the character of 


its customers. 


Central Hanover numbers 


among its correspondents a 


representative list of the na- 


tion’s oldest and strongest 


banks and trust companies. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


North Dakota, Vermont, and West Vir- 
ginia. Savings per inhabitant are $195, 
having risen $4 over the preceding year.”’ 

The number of savings depositors has 
reached 45,419,846 compared with 44,- 
548,914 in 1938. For the first time, the 
total of depositors contains an estimated 
figure. In five states the banking 
authorities were unable to supply the 
number of accounts in state banks. 

“Of the four different types of banks 
which in the main carry the savings 
deposits,” Mr. Albig reports, “the 
mutual savings banks have the greatest 
volume, with $10,384,874,000 belong- 
ing to 14,193,058 depositors; the na- 
tional banks follow with $7,692,878,000 
belonging to 15,923,812 depositors; the 
state banks have $4,158,700,000 be- 
longing to 9,547,311 depositors; the 
trust companies have $2,808,305,000 
belonging to 5,727,704 depositors; pri- 
vate banks, which have practically 
faded out of the picture, have $36,- 
190,000 belonging to 27,961 depositors. 

“Postal savings has almost become a 
vanishing figure in banks. In 1933, out 
of total deposits in post offices of $1,184,- 
948,200, $765,887,000 was redeposited 
in banks. Six years later, June 30, 1939, 
out of total deposits in post offices of 
$1,262,187,506, only $77,172,000 was 
redeposited in banks. Only 6.11 per 
cent of the savings put into post offices 
throughout the country was redeposited 
by the post offices in the banks of the 
country. Thus a sum in excess of one 
billion dollars is dragged away from 
normal use. 

“The postal savings system is an 
anachronism. Since generally it serves 
the same areas as banks, and not the 
sparsely settled areas, it is unnecessary. 
An apology for its continuance is that 
it provides a profit for the post office, 
since it pays 2 per cent on deposits in all 
states except one, and receives a higher 
rate either from its bond investments 
or from its depository banks. However, 
its bonds are those issued by the 
Federal Government, and the service on 
the bonds is paid through taxation.” 

The savings increase was accom- 
plished against odds, Mr. Albig states. 
“The urge to personal thriftiness and 
individual money management is under 
a cloud. The prevailing rate of interest 
on savings funds is scarcely more than 
half of that a few years ago, and the 
emphasis has shifted from dependence 
upon individual initiative and manage- 
ment to dependence upon governmental 
agencies for support and relief.” 
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Meeting the Cost of Defense 


F an enlarged program of national 

defense is deemed necessary, its cost 
should be met first by “a sizeable re- 
duction in unnecessary governmental 
expenses and second by increased taxa- 
tion reaching down into the lower in- 
come brackets”, rather than by in- 
creased borrowing, says Orval W. 
Adams, executive vice-president, Utah 
State National Bank, Salt Lake City, 
and former President of the American 
Bankers Association. 

Mr. Adams’ views were expressed in 
response to a request by the United 
States News for his opinion. 

“At this moment of world-wide dis- 
integration and chaos,” wrote Mr. 
Adams, “Federal spending in our re- 
public is out of control. Its recapture 
is our most vital concern. Control of 
such spending can only be regained 
when taxes are imposed over a base 
sufficiently broad to create tax con- 
sciousness in that great body of our 
citizenry who, in the last analysis, must 
bear the brunt of such spending and 
who possess voting control. 


TREASURY WATCHDOGS 


“WE must have a vast army of watch- 
dogs of the Treasury and when the men 
and women in the $1,000 to $2,500 in- 
come class realize what such spending 
means to them, that army will come into 
being. It is these people who comprise 
that fine, self-reliant body of our citi- 
zenry who are, and have been, the 
victims of the Keynes, Eccles policy to 
promote recovery through deficit spend- 
ing known as ‘pump priming’. They 
cannot escape the burdens which have 
already resulted from that policy; their 
hopes of preserving what is left of our 
social, political and economic organiza- 
tion can rest only on putting an end to 
such spending. 

“The choice between borrowing or 
taxing is simply a choice between fur- 
ther deceiving or being honest with this 
great body of our people. It cannot be 
doubted that, had they been tax-con- 
scious, the Federal debt could never 
have reached its present astronomical 
proportions. .. . 

“Further borrowing can only add to 
our troubles; additional taxes, though 
unpleasant . . . may prove to be an 
educational blessing in disguise. Taxa- 
tion over a base broad enough to fairly 
correspond with the actual burden of 
Government expenditures is today more 
imperatively required for the preserva- 
tion of all that is worthwhile in our na- 
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tion than ever before, and it seems to me 
that in the last analysis the question of 
whether to provide funds for an en- 
larged program of national defense by 
borrowing or by taxation was con- 
vincingly answered years ago by Presi- 
dent Roosevelt when he said: 

Upon the unimpaired credit of the United 
States Government rests the safety of de- 
posits, the security of insurance policies, the 
activity of industrial enterprises, the value 
of our agricultural products and the avail- 
ability of employment. 


The credit of the United States Govern- 
ment definitely affects these fundamental 
human values. It, therefore, becomes our 
first concern to make secure the foundation. 
National recovery depends upon it. 

Too often in recent history liberal govern- 
ments have been wrecked on the rocks of 
loose fiscal policy. We must avoid this 
danger. 


“Vear by year since that statement 
was made on March 10, 1933, its pro- 
found truth has become more and more 
apparent.” 


Continental 


Illinois 
National Bank 
and Trust Company 
of Chicago 


Cooperative banking service for correspondents 


Member Federal Deposit Insurance Corporation 
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INSTANT ADJUSTMENTS 


it 


peepee Self-Fitting Posture Chairs 
are the latest in good posture 
seating. The finger-tip controls are 
easy to adjust and eliminate the 
bother of special fitting service. These 
chairs are easy to sit in, too—foam 
rubber cushions on open work steel 
grills. Nothing like them anywhere. 


Remember, correct posture is one of 
the factors upon which good health 
and efficiency depend. Harter Posture 
Chairs are designed to make good 
sitting posture easy and natural. There 
is a Harter chair for every type of 
seated work. Write for catalog: The 
Harter Corporation, Sturgis, Michigan. 


HARTER 


Heard Along MAIN STREET 


This material is compiled for 
BANKING by Albert Journeay 


T is natural that KENNETH Burns, 
cashier of the Detroit Bank, should 
have been a ball player. As a boy he 

lived next to the field of the Baltimore 
Orioles in the days when McGraw, 
Robinson and other stars made that 
team famous. A cousin, Joe Kelley, 
played on this team and later managed 
several major league teams. An uncle 
was also president of the Orioles. 

Mr. Burns did not play professional 
ball but was an outstanding amateur. 
His most poignant baseball memory is 
of a game with St. Mary’s Industrial 
School in which he got two of his team’s 
four hits. The opposing pitcher was an 
orphan by the name of Babe Ruth, who 
hit three home runs in the game. 

During the War he played in France 
with the 317th Infantry team which won 


Below, a portrait of Mr. BURNS taken 

in France during the last World War 

when he was a member of the Ist 
Maryland Cavalry 


the divisional championship. Following 
the War he was offered a tryout with 
professional teams but felt that business 
offered brighter opportunities. 

Prior to his association with the De- 
troit Bank, Mr. Burns had been execu- 
tive secretary to Governor Ritchie of 
Maryland and secretary of the Michi- 
gan Bankers Association. 


Above, left to right: Mr. Griswold; 
Henry A. Theis, a member of the Execu- 
tive Committee of the Trust Division, 
A.B. A., and vice-president of the Guar- 
anty Trust Company of New York; Carl 
W. Fenninger, vice-president of the 
Trust Division and vice-president of the 
Provident Trust Company of Philadel- 
phia; Richard G. Stockton, chairman 
of the Executive Committee of the 
Trust Division and vice-president and 
trust officer of the Wachovia Bank and 
Trust Company of Winston-Salem, 
North Carolina, and Mrs. Griswold. 
This picture, taken in Mt. Rainier Na- 
tional Park, shows (faintly) Mt. Rainier’s 
snow-capped peak in the background, 
or does it? 


ROBERTSON GRISWOLD, vice-presi- 
dent, Maryland Trust Company, Balti- 
more, and former president of the 
Trust Division of the A.B.A. is the ac- 
tive chairman of Baltimore’s municipal 
aviation commission, now engaged in 
the completion of the city’s new airport, 
which is destined to be one of the finest 
in the United States. 

Mr. GRISWOLD’s interest in aviation 
dates from the World War, when he 
transferred from the field artillery to 
become an air service officer. Shortly 
after the War he was elected president 
of the American Flying Club of Balti- 
more. In that capacity he was instru- 
mental in obtaining for the city its 
original airport. This was in 1921, and 
the tract, now known as Logan Field, is 
still in use by the transport lines, private 
aircraft and the air squadron of the 
Maryland National Guard pending the 
completion of the new municipal airport. 

(CONTINUED ON PAGE 74) 
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ALL OVER AMERICA BANKERS FACE THIS PROBLEM 


We Must Fond More Ways to get Reverué 


Feld Warehousing Ay Douglas-Guardian 


An editor who calls on bankers to get first hand information, reports in a 
very interesting article that undeveloped opportunities for LOANING ON 
INVENTORY exist in almost every community. 


To cite two instances: A certain banker said he knew of no local industry 
with warehouseable inventory. A quick check up by the editor revealed a 
large printing company owning large stocks of paper, and in the market for 
funds. Another banker in a city not far away was directed to a desirable loan 
with a candy manufacturer, owning a heavy inventory of sugar. Both were 
ideal prospects for attractive loans based on Field Warehousing. 


What undiscovered opportunities for good loans exist among the customers 
of your bank, or in your sphere of influence? The article mentioned above 
may suggest some valuable lines of investigation to you. Glad to send you a 
GLAD TO MAIL YOU copy. Also glad to answer any questions about Field Warehousing. Have 


THIS BOOKLET FREE you our Booklet . . . which we furnish free on request? 


Gives comprebensive information YEARS’ EXPERIENCE’ 


about Field Warehousing in general, 
and Douglas-Guardian Service in 
particular. You'll profit by reading 
it, and it ought to be in your file for 
reference. 


The key men of Douglas-Guardian have had over 17 years rendering the 
specialized service of Field Warehousing. Thousands of bankers recommend 
our services to customers wishing to arrange loans. Through our 15 strateg- 
ically located offices we render a nation-wide service. We go anywhere for 
business. 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-Wide Field Warehousing Service. Regional Service Offices at: 


New Orleans, La. Cincinnati, Ohio Chicago, Ill. New York, N. Y. San Francisco, Cal. 
118 N. Front St. Union Trust Bidg. 100 W. Monroe St. 50 Broad St. 485 California St. 


Dallas, Texas Rochester, N. Y. Atlanta, Ga. Easton, Md. Portland, Ore. 
Tower Petroleum Bidg. Commerce Bidg. 2185 Belvidere S.W. 428 South St. 209 U.S. National Bank Bidg 


Memphis, Tenn. Springfield, Mo. Cleveland, Ohio Los Angeles, Cal. Tampa, Fla. 
106 Porter Bids. Holland Bidg. Union Commerce Bids. Garfield Bidg. 416 Tampa St. 
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‘The frankness and friend- 
liness of your officers in the 
routine matters of our normal 
banking transactions and the 
courtesies so cordially extend- 
ed have been so marked that 
we feel you should be made 


aware of our appreciation.” 


So reads a letter received from 


a valued customer. 


The test of satisfactory serv- 


ice is the attention given to 


the routine as well as to the 


unusual request. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1863 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$41,000,000 


Member of Federal Deposit Insurance Corporation 


Construction of the new airport was 
projected back in the middle 1920's 
under former Mayor William F. Broen- 
ing and continued by his successor, the 
present mayor, Howard W. Jackson 
who, in 1926, appointed his first avia- 
tion commission with Mr. GRISWOLD as 
a member. The undertaking was so am- 
bitious and involved such difficult en- 
gineering problems that on a number of 
occasions in the lean years of the de- 
pression it seemed on the point of 
abandonment. Supporters of the proj- 
ect, however, under the leadership of 
Mr. GRISWOLD and his associates, with 
the firm backing of the Baltimore Asso- 
ciation of Commerce, clung doggedly 
to the enterprise. Their efforts finally 
succeeded. Comparatively few months 
more will see the final completion, after 
15 years of effort and the expenditure of 
more than $6,000,000, of Baltimore’s 
new city airport, a 360-acre tract with 
facilities for both land and water air- 
craft of all kinds and sizes. 


Roy K. Tuomas, who has charge of 
trust solicitation for the City National 
Bank of Chicago, is one of Olivet 
(Michigan) College’s all time athletic 
luminaries. A born athlete, he had no 
difficulty in making the varsity teams in 
football, basketball, and track. He cap- 
tained the football team in the days 
when the small colleges served as trial 
horses for the bigger schools and not 
infrequently worked upsets. He was on 
the Olivet team which held Notre Dame 
to a modest score and beat Michigan 
State. In basketball he scored 40 points 
in one game against his team’s tradi- 
tional rival—one of the largest indi- 
vidual scoring sprees on record. In 
track ‘he held for three years the mile 
and two-mile championships of the 
M.1.A.A. 

Following his undergraduate years 
his athletic ability enabled him to de- 
fray the costs of a course in law at the 
University of Chicago. During that 
period he officiated in many games and 
coached at Fairmount College (now 
the University of Wichita) and at Ohio 
Wesleyan. 

Today his main interest lies in his 
seven children—two girls and five 
boys. His sons are building outstanding 
records of their own on the athletic 
fields of high school and colleges which 
they attend. 

Mr. Tuomas is a trustee of his alma 
mater, is treasurer of Kobe College 
(Japan) Corporation, and is active in 
civic and church organizations. 
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: IS a traditional policy of the Chase 


National Bank to maintain an 
effective correspondent bank service. 
Supplying the needs of out-of- 
town institutions has been a domi- 
nant factor in its development as a 
world bank. Broaden customer service 


with Chase correspondent facilities. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
Member Federal Deposit Insurance Corporation 
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Congress 
O INFLUENCES will dominate this 
session of Congress—war and poli- 
tics. 


What is done by Congress with re- 
spect to war and peace will be done with 
a canny regard for political effect. The 
“political truce” which was called for 
by all parties in the struggle over the 
amendments to the Neutrality Act 
wasn’t so complete a truce as it might 


WASHINGTON 


have been, but it was peace itself as 
compared with what is likely to develop 
as the national campaign approaches 
and the pre-convention contests enter 
their final phases. 

There is difficulty for the politicians, 
however, in the fact that opposition to 
the Administration must be so shaped 
as not to appear as opposition to cer- 
tain national policies demanded by the 
voters at large. Among these are the 
recognized necessity of “keeping us out 


Relentless 


Time is relentless and so is the scheming of those who seek to destroy 
your business. 


Yet, fortunately, there is a difference. Man cannot halt the pace of 
time. Man can protect his business from disaster. 


Today, leading financial institutions everywhere enjoy the sure 
protection afforded by Standard of Detroit against the consequences 
of embezzlement, burglary, robbery, forgery, and similar hazards. 


Standard coverages are available through your Standard agent or 
broker. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 


the is 
jimit 
PROHIBITED USE OF ‘6%’ IN avoi 
INSTALMENT LOAN ADS pend 
ATTENTION of bankers is called to § 5t4¢ 
the recent order of the Federal Trade § $45: 
Commission prohibiting the use of the § the ‘ 
symbol “6%” or the words “six per- TI 
cent” in advertising instalment plans § ‘¢ 
for purchasing automobiles. the 
The Commission has ruled that: now 
“when the term ‘6%’ is used in connection fe 
with monthly payments it is understood to 
mean 67% simple interest per annum, com- Gor 
puted on the declining balance as reduced by [§ less 


monthly payments. . . . The purchaser paid 
6% on the total amount originally owed, 
until the final payment was made, which re- 
sulted in a charge of approximately 1114% 
simple interest per annum on an original 
balance as reduced by monthly payments, 
instead of 67% interest as was generally 
implied.” 


The Advertising Department of the 


Association has given due consideration Ste 
to the above ruling and its application tre 
to its advertising copy. Ur 
ex 

fig 

of war”, adequate armament, and a ° 
general strengthening of the nation F 
both in a military and an economic way. - 
Neutrality 
WITH THE smoke of battle in one : 
struggle over neutrality legislation ti 
scarcely cleared away it would seem ‘. 
unnecessary to start another battle on ‘ 
the same subject; but the very fact that I 
the amended law represents so many ( 
compromises has resulted in many ; 
ambiguities in its text which require ‘ 
clarification. 
In the banking and financial aspects 


of the measure more definite interpreta- 
tion of the provisions relating to credits 
will be necessary if litigation is to be 
avoided and if American exporters are 
not to be penalized in a manner not con- 
templated by the Act’s drafters. 

Soon after the opening of the session 
the question of what is to be done 
about Japan’s war in China and its im- 
pact upon American interests will be 
precipitated. Under the action of the 
State Department last July the trade 
treaty with the Mikado’s government 
will lapse on January 26. 


National Finances 


NATIONAL FINANCES as a_ possible 
issue in next year’s election contests 
loom as a major affair in which taxes, 
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defense, relief, increased personnel in 
the Government and economy will 
prove debatable factors. However much 
the Administration may seek to avoid 
the issue, the question of extending the 
limit of the public debt can scarcely be 
avoided. At the present rate of ex- 
penditures the total debt of the United 
States will reach if not exceed the 
$45,000,000,000 limit before the end of 
the current fiscal year. 

That Congress will willingly increase 
the limit is hardly to be expected, yet 
the fact is that with armament plans 
now in hand and in sight and aside from 
a continuation of farm and unemploy- 
ment relief on the present scale, the 
Government would be perfectly help- 
less after next June to carry out the law 
unless the debt limit is raised or taxes 
increased by four to five billion dollars 
a year. 


Trade Agreements 


AT PRESENT, however, the chief 
political contest promises to be over the 
question of extending the power of the 
State Department to make reciprocal 
trade agreements with other nations. 
Under the present law this power will 
expire July 1. The Administration will 
fight for renewal of the powers as one of 
the chief policies of the Government. 
Party lines are likely to be divided to 
some extent on the question, agricul- 
tural interests in the West and South 
opposing extension, but already the 
high command of the Republican 
Party has taken up the issue in opposi- 
tion to the Administration and prom- 
ises to make it one of the important 
issues in the coming national campaign. 
It should be pointed out that since the 
question is one of renewing powers 
about to expire the opposition can 
succeed if only it is able to prevent the 
question from coming to a vote in either 
house. 


Labor Act 


THE ISSUE over the Wagner Labor 
Relations Act so long avoided by the 
Administration can be avoided no 
longer. During the last regular session of 
Congress amendments to the Act were 
prevented by a policy of delay in which 
hearings by a Senate committee under 
Senator Thomas of Utah offered a good 
excuse for procrastination. This com- 
mittee is now ready to report and the 
report, as a matter of course, will start 
the fireworks. 

Independent of Senate action, the 
House also has a committee at work, 
under Representative Smith of Vir- 
ginia, investigating the administration 


January 1940 


of the Act. This committee also is ex- 
pected to be ready to report before the 
session is many weeks old. 


Miscellaneous 


SINCE THIs is a political year and the 
efforts of Congress will be directed to- 
ward as short a session as possible it is 
doubtful if much general legislation will 
be given serious final consideration. 
Among the important measures in a 
position to pass the two houses, how- 
ever, is the Wheeler-Vreeland omnibus 
railway reorganization bill which is al- 
ready in conference between the two 
houses. There will be an effort to revive 
at least a portion of the President’s 


“spending bill’? with the prospect that 
the portion relating to an extension of 
the bond issuing limit of the United 
States Housing Authority by another 
$800,000,000 will be passed. 

Farm relief will depend upon develop- 
ments in the war trade in agricultural 
products, particularly cotton, wheat 
and corn. The movement to place the 
oil industry under Federal control may 
assume enough strength to force con- 
sideration at this session since this is 
related to national defense. 

Developments in Europe may at any 
time precipitate a situation which will 
require consideration of new laws. 

GEORGE E. ANDERSON 


KEYED TO 
THE PRACTICAL NEEDS OF 
CORRESPONDENTS 


Correspondents considering representation in Chicago will 


find the banking facilities of The Northern Trust Company 


complete, modern and convenient. The compactness of 


this institution’s organization permits it to give customers 


prompt and individual attention. Its wide experience ac- 


quired in more than half a century of banking and trust 


work makes a connection with The Northern Trust a prac- 


tical one. Your inquiries directed to our officers are welcome. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 
Member Federal Deposit Insurance Corporation 
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IN WASHINGTON 
THE AVENUE TO 


NOTICE 


to bankers and 
business executives 


Are you in need of 
information regarding 


PENNSYLVANIA the Mid-South? 


AVENUE’S 


WILLARD 
HOTEL 


rest in an atmosphere of 


modern comfort and ap- 
pointments. 


If you are interested in obtaining 
information regarding the Mid- 
South (western Tennessee, eastern 
Arkansas, northern Mississippi) — 
population characteristics, income, 
buying power, industrial data, ete. 
— it is part of our service to supply 
it. It will be a pleasure to reply to 
your inquiry promptly and in full. 


ADDRESS THE 


FIRST NATIONAL 


BANK OF 
MEMPHIS 


Memphis, Tenn. 


by shortening the dis- 
tance to sight-seeing 
points and lengthening 
your time at each... . 


rest 


For folder, write 
The Residence of Presidents” 


H. P. Somerville, Managing Director 
Member Federal Deposit Insurance Corporation 


GET NEW CUSTOMERS 


You may not want increased deposits 


right at the present time .... but you 
do want to make MORE LOANS, rent 
more SAFETY DEPOSIT BOXES, and 
encourage more people to use your 
TRUST DEPARTMENT services. 


Many banks have found that the distri- 
bution of Curtis BANK-BY-MAIL 
ENVELOPES to a select list of pros- 
pects has opened up scores of profitable 
new accounts. 


WHY NOT SEND A FEW OF THESE 
ENVELOPES TO EXECUTIVES, 
SCHOOL TEACHERS, FACTORY 
WORKERS, FILLING STATION OP- 
ERATORS AND OTHERS WHO ARE LOCAT- 
ED IN SUBURBAN AREAS? IT WILL MEAN 
EXTRA PROFITS FOR YOUR BANK. 


Stondard ABA- Size 
Deposit Slip 


Clip the Coupon and Mail Today! 


Gentlemen: 


Curtis INC. 

2 capiro. ave. HARTFORD 
PAUL, MINN. 

LEVELAND, O. 


rest plant ) 


Send us samples of your Bank-by-Mail Envelopes which we 


understand have standard size deposit slips (also larger or 


TAEET 


smaller if desired) and a new time-saving receipt form. 


Name 


Bank 


Address 


The Puzzle of 


HE effect of the Fair Labor Stand- 

ards Act in the conduct of the bank- 
ing business has been to increase costs 
of operation through additional re- 
quirements for keeping records and to 
increase wages due to overtime. 

It is the administrative policy of 
most banks with respect to the force of 
the Act to comply with the letter of the 
law. 

Few bankers hold the view that the 
intent of this Act is to work an auto- 
matic rise of salary for employees under 
the force of national authority. Gener- 
ally speaking, it has been and will con- 
tinue to be the custom of banks to 
maintain a high standard of wages com- 
mensurate with the duties to be per- 
formed after giving consideration to 
length of service and to qualifications. 
It has never been true, nor is it expected 
to be in the future, that banks will ever 
abuse their employees by working them 
for excessive periods of time. It will be 
the continued practice of many banks 
to keep each employee’s time within the 
limits of normal working time pre- 
scribed by law. Bankers are aware, 
however, that by the very nature of 
their business overtime may occur in 
spite of the intention to prevent it. 


ADMINISTRATIVE CHANGES 


IN order to facilitate the operation of 
the Fair Labor Standards Act in the 
conduct of the banking business, the 
executive departments of many banks 
have found that it is necessary to make 
some administrative changes. Where 
it is the practice to pay employees 
semi-monthly, each employee’s pay 
being in settlement for the pay period 
completed at the end of the working day 
on which the payment is made, it has 
been found that the preparation of the 
records for completing the wage pay- 
ment process and other requirements 
lead to overtime for certain employees 
which it is practically impossible to 
avoid. Provision exists in the Fair 
Labor Standards Act for correcting 
overtime within a prescribed period. 
For banks which pay their: employees 
as mentioned above, it is found that 
accounting problems develop and ex- 
pense is incurred without a suitable 
method of correction. 

Suppose an employee, in anticipation 
of overtime incident to the increase of 
work due to the payroll and records 
at the end of the pay period, has 
accumulated what in the judgment of 
those concerned based on past experi- 
ence was sufficient time off to balance 
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“Wages and Hours” 


the overtime, if any, at the end of the pay period. Circumstan- 
ces may require unexpected employment for this employee in 
excess of arrangements. Thus, the employee may exceed the 
legal limits for regular time provided by law. If this happens, 
additional overtime may result with its incidental costs. 
Generally, it will not be convenient to reflect this situation 
in the payroll records on the date it occurred. In such a case, 
the payroll records do not reveal the facts. This matter must 
be made the subject of a later accounting problem—that is, 
the pay of the employee for the period must be adjusted to 
account for the pay due to overtime which was not in- 
cluded. Because of its complicated nature, this entails 
additional work which is conducive to errors. Therefore, it 
may be found impractical from an accounting point of view 
to continue to pay the employees on the same date as 
designated for the close of the pay period. 

It may be found expedient to make the actual or construc- 
tive payment of wages sometime after the completion of the 
pay period. The employer who adopts such a plan in his 
establishment may fix the end of the pay period at the 
completion of one week, two weeks, three weeks, four weeks, 
or a combination of these periods (some unit of the week is 
desirable since the unit of time for accounting purposes 
under the Fair Labor Standards Act is the week), and vary 
the actual or constructive payment of the wages sufficiently 
to allow for time to complete the payroll records as of the 
date at the end of the pay period. Then, when the employees 
are paid, their pay includes both the regular pay and extra 
for overtime for the period, thereby, making it possible for 
records to be completed to show the exact status of each. 

The plan of adopting the week, two weeks, three weeks, 
four weeks, or a combination of these, will not prevent over- 
time within a pay period if proper precaution is not taken, 
nor will it correct overtime which occurs during a pay period. 
It would simplify the problem of correcting overtime, since 
it would eliminate a weekly period which may consist of two 
different pay periods. There would be less occasion for waste 
of time by employees if a policy is followed of keeping em- 
ployment of each employee within the limits set by law for 
regular time rather than giving time off for overtime. 

Naturally, the employer who adopts such a plan for 
paying his employees will regulate the time between the 
completed pay period and the actual or constructive pay- 
ment of wages to accomplish the benefits to be obtained, and 
to work the least inconvenience for the employees. 

Employers may find it desirable in recording time to divide 
the hour into units which are convenient fractions. 

One way would be to divide the hour into ten units of six 
minutes each. Each unit would be one-tenth of an hour. Practice 
would determine how to dispose of periods of time less than the 
six-minute unit. A likely solution would be to ignore less than 
three minutes and to count three minutes or more as a tenth of an 
hour. For a period of time equal to seven hours and fifty-four 
minutes, 79 could be recorded in the permanent daily record. 
The 79 would be interpreted as so many units or seven and 
nine-tenth hours. For convenience in interpretation, the nine- 
tenths could be written as an exponent immediately above the 
figure indicating the full hours. Seldom would more than two 
figures be required to record the time employed by a single em- 
ployee during the work day. Such a method would meet with 
requirements of sound accounting and Federal regulations. 


ARNOLD W. ZIMMERMAN 
Webster Grove, Mo. 
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A trust officer recently wrote to 10 banks, 
including 4 of the country’s largest, asking 
“What is your opinion of Purse service?” 
Answers from 7 banks (3 did not reply) 


were: 


—“We are using The Purse Company 
program and think very highly of it.” 


—‘“The Purse Company certainly under- 
stands trust advertising; we have had 
better results with their material than with 
any other service used.” 


—“We have found their service acceptable 
in every respect.” 


—“T am very partial to their material.” 


—‘“We have a very high regard for The 
Purse Company.” 


—“With their cooperation, our campaigns 
have produced a substantial amount of 
business.” 


—“The fact that we have been using 
Purse Company material exclusively shows 
how we feel.” 


Many banks now securing a gratifying 
amount of trust business began using Purse 
service after an officer read a message like 
this and asked us for complete information. 
If you obey that impulse now, the end of 
this year may find ample evidence, in your 
trust department’s new-business records, 
that continuous use of Purse service will 
prove a profitable investment for your 
bank. Write now to Chattanooga. 


The Purse Company 


Chattanooga, Tennessee 
Headquarters for Trust Advertising 


BOSTON NEW YORK CHICAGO LOS ANGELES 
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Admitting the fact that any deposit 
is an item, does not a charge for a cash 
deposit incur more ill-will than it is 
worth? Would it not be far better, from 
the standpoint of good public relations, 
either to exempt the first five cash de- 
posits or to absorb that much expense 
in the over-head charge in the analysis? 


j ove failure of bankers to recognize 
the basic principles of merchandising 
in a program of so-called service charge 
measures has caused much ill-will for 
banks. They have become so lost in a 
theoretical maze of costs that they have 
entirely overlooked what they are sell- 
ing. The only services that checking 
departments of banks render to de- 
positors are acting as paying and col- 
lecting agents. Therefore, all costs and 
profits should be apportioned thereto. 
This does not mean that any of the 
expenses are “absorbed in the overhead 
charge” in the sense that is conveyed 
by that phrase. 

In all businesses there are direct, 
indirect, selling and administrative 
costs. All these are included in the sell- 


INSURANCE. The First Example of 
Complete Coverage. Pawtucket Mutual 
Fire Insurance Company, Pawtucket, 
R. I. The protection offered by the 
company’s comprehensive automobile 
policy. 


AIR CONDITIONING. Carrier Interna- 
tional News, Carrier Corporation, Syra- 
cuse, New York. Issue of December 
1939 showing recent Carrier installa- 
tions throughout the world. 


PHOTOGRAPHY. Bankers Know this 
Sign and . . . Recordak Corporation, 
350 Madison Avenue, New York. Four- 
color direct mailing piece showing the 
advantages of lobby displays of check 
photography. 

Recordak Junior. Recordak Corpora- 
tion, 350 Madison Avenue, New York. 
Illustrating equipment designed for use 
in smaller banks. 


BUILDING. Bulletin of the Copper and 
Brass Research Association. Procurable 
through The American Brass Co., Wat- 


ing prices of the merchandise but they 
are not shown separately on the price- 
tags. “Accepting deposits”’ is certainly 
one of the indirect costs of acting as 
paying and collecting agent and should 
be so treated, at least to the extent of 
one deposit a day. Incidental cash on 
a deposit ticket should not be included 
as an item, since the bank is not acting 
as collecting agent for the depositor in 
such cases. This subject is treated at 
greater length in an article entitled 
“How to Merchandise Check Service” 
appearing in the August 1939 issue of 
BANKING. 


Some bankers who do not favor serv- 
ice charges argue that the aggregate of 
the small unprofitable checking ac- 
counts tends to eliminate loss in their 
operation. Is this true? 


ERTAINLY not. It is hard to see 
how anyone can advance such an 
argument. Any business that is selling 
dollars for 90 cents is better off selling 
one than thousands of them. The more 


BOOKLETS 


erbury, Conn. Showing the uses of cop- 
per, brass and bronze in the construc- 
tion of buildings. 


COIN WRAPPERS. Clear-Vue Coin 
Wrappers. The Steck Company, 202 
Ninth Street, Austin, Texas. Offering 
free samples of new style coin wrappers 
made of cellulose material. 


INK STANDS. The Greatest Aid to 
Writing Ease. Sengbusch Self-Closing 
Inkstand Company, Milwaukee, Wis- 
consin. Leaflet describing the “handi- 
pen” desk set. 


SAFETY GLASS. Multiplate. Pittsburgh 
Plate Glass Co., Pittsburgh, Penn. Rea- 
sons why banks need the protection of 
bullet-proof glass. 


TYPEWRITERS. The New Super-S peed 
L. C. Smith, L. C. Smith and Corona 
Typewriters, Inc., Syracuse, New York. 
Folder describing this manufacturer’s 
typewriter with a new automatic margin 
set, concealed touch selector and line 
space mechanism. 


This department is compiled for 
BANKING by E. S. Woolley 


Le 
popt 
it sells the greater is its loss. The mer § jnco: 
fact that in this instance the bank's § «tric 
dollars are made up of employees’ time, J sry 
ledger sheets, passbooks, checks, etc, 
does not alter the case at all. The mor 
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What benefit do trust companies de. 
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trust accounts into a common trust 
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SAVINGS. Keeping Up with Depositor 
Activity. National Cash Register Co., 
Dayton, Ohio. Reprint of article in 
Savings Bank Journal by E. Dana 
Willis, vice-president, Society for Sav- 
ings, Hartford, Conn. 

INSURANCE. Through 4 Generations. 
Berkshire Mutual Fire Insurance Co., 
Pittsfield, Mass. A brief account of the 
policies of the company and information 
for policy holders. 


BOOKKEEPING. High-Speed Bookkeep- 
ing Machine for Banks. Burroughs Add- 
ing Machine Company, Detroit, Mich. 
Illustrating a new machine with faster 
operating mechafiism. 


FIGURES. The Story of Figures. But- 
roughs Adding Machine Co., Detroit, 
Michigan. Thirty-six-page booklet con- 
taining brief sketches of the romance 
and evolution of figures. 


GLASS. Multiplate. Pittsburgh Plate 
Glass Company, Pittsburgh, Pa. Illus- 
trating the value and use of bullet-proof 
glass in banks. 
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opportunity for diversification. It does 
not cost as much to administer $100,000 
invested in one security as it does if 
invested in 100 different securities. 
The customers benefit by being enabled 
to diversify their estates into various 
types of investments rather than hav- 


B ing them concentrated into one. By the 


use of this principle trust companies 
are also enabled to offer the advantages 
of corporate fiduciary services to a con- 
siderably enlarged field. 

Less than % of 1 per cent of the 
population of the United States have 
incomes of $5,000 a year or more. This 
strictly limits the prospects for trust 
services under the old methods. 


Has the payroll envelope system of 
paying bank employees been superseded 
by the check payment method used by 
most industries? 


eld banks pay by check today. 
What proportion these are to the 
total number of banks is, however, 
unknown. Undoubtedly the ruling bring- 
ing banks under the provisions of the 
Social Security Act will greatly increase 
this number for the reason that the use 
of payroll check forms provides a con- 
venient method of recording the infor- 
mation required under that act. Many 
check manufacturers have designed 


TRUSTS. Personal Trust Accounting 
and Management. International Busi- 
ness Machines Corporation, New York. 
Series of three booklets containing (1) 
codes and abbreviations, (2) installa- 
tion and operation and (3) punched 
card advantages. 


PERSONAL LOANS. Even Dollar Plan 
for Monthly Payment Loans. Levey 
Printing Co., Shield Press, Indianapo- 
lis, Ind. Amortized loan payment in 
even dollars from 1 to 24 months. 


Prizes Every Month! 


Each month $5 will be paid for the best 
question submitted to this department, 
and $2 will be paid for all other ques- 
tions answered here. Generally, the 
questions should be related to bank 
methods and operations. Other ques- 
tions will be answered by letter. 
Answers will be given by Mr. WOOLLEY 


and other operations authorities of 
BANKING. 
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special forms in anticipation of this 
demand. 


Why is it so difficult, and in many cases 
impossible, to obtain the assistance of 
other departments of the bank in sell- 
ing safe deposit service and protection? 


ATURALLY everyone is more in- 

terested in his own problems and 
work than in the other fellow’s. It is 
not to be expected that employees of 
other departments are going to become 
enthusiastic salesmen for the safe de- 
posit department. If all the employees 


of the bank were imbued with the same 
enthusiasm for “safe deposit service 
and protection” that the questioner 
evidently possesses, they would all want 
to be working there. But some of this 
enthusiasm can be passed on to them 
so that they will cooperate to the extent 
of supplying names of prospects who 
can be contacted by the safe deposit 
personnel. 

If considered advisable, recognition 
can be given in those cases where the 
prospects develop into renters. But to 
hope for others to become aggressively 
interested in “our” problems is to hope 
for the impossible. 


behind a 


Cervice 


for 


AGRICULTURAL BANKS 


[Fe 72 years, Live Stock National Bank has been lo- 


cated inside the Union Stock Yards — serving the 


cattle raisers, the feeders, the packers and all the other 


interests represented in this great central market. 


If yours is an agricultural bank, you will find particular 


value in all that this specialized experience means. The 


“on-the-spot” knowledge of agricultural developments. The 


ability to determine and interpret long-term trends. The 


understanding of the common problems of all agricultural 


banks. 


Today nearly 500 banks find benefit in Live Stock Na- 


tional’s prompt, experienced correspondent services. May 


we discuss them more fully with you? 


Live Stock 
National of Chicago 


UNION STOCK YARDS 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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Four States’ Unemployment Insurance Plans 


EXAS, Delaware, Illinois and 

Massachusetts have recently adopted 
an unemployment insurance plan origi- 
nated by F. B. Cliffe, assistant comp- 
troller of the General Electric Company. 
This plan operates under the pooled 
fund systems and combines separate 
employer accounts with current state 
experience factor in order to determine 
the contribution rate. (See the discus- 
sion on page 26.) Under the Cliffe plan 
the employer’s right to a reduction in 


contribution depends in part on the 
status of the entire pooled fund. This 
plan was devised to apply a simple sys- 
tem, administrable with a minimum of 
expense, at the same time preserving an 
incentive to keep employees on a pay- 
roll as steadily as possible. Also, the 
plan provides for a sort of automatic 
replenishment of the pooled fund. This 
system has been favored in New York 
by a legislative enactment in 1939, 
which, however, was vetoed. 


tg? 


intHE Mornin eMail 


from an increasing number 
of banks who are getting 


prompt, interested service 


on Atlanta Items 


FULTON NATIONAL 


| ATLANTA GEORGIA 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


Briefly, the system operates through 
first obtaining an employer’s “benef 
wage ratio”, which is a percentage com. 
posed of the wages of laid-off employes 
(who receive benefits) during a previoy 
base period divided by the total payrol 
of the employer during this period. Th 
state experience factor is computed by 
dividing the total benefits paid oy 
from the state’s account for a base pe. 
riod by the total benefit wages paid by 
all employers during the base period to 
those who become unemployed. 

By reference to a table setting forth 
the given state experience factor for any 
year, the rate of contribution is deter. 
mined by taking the employer’s benefit 
wage ratio and running it along the 
table until the ratio falls under the 
column representing the contribution 
rate. Thus the contribution rate varies 
according to the experience rating, but 
variation depends on statistics relating 
to payrolls rather than statistics ar- 
rived at from trying to check back 
benefits paid to an employee against 
the several employers who are charged 
with the responsibility of unemploy- 
ment in the particular case. 

Mr. Cliffe has pointed out that expe- 
rience rates are an incentive to the em- 
ployer to furnish more regular work and 
thus prevent employees from requiring 
benefits; that experience rates make for 
distribution of cost in proportion to 
actual unemployment load; that em- 
ployers having much unemployment 
should pay higher taxes than those 
having little unemployment or furnish- 
ing regular work; that experience rates 
will prevent undue excess accumulation 
in state funds, and there are some states 
where the 2.7 per cent tax is greatly in 
excess of the requirements. 

The Social Security Board in Decem- 
ber 1938 published a report on Expe- 
rience Rating under State Unemploy- 
ment Compensation Laws, which con- 
tains helpful suggestions for states de- 
siring to make immediate provision for 
experience rating for the development 
of a system furnishing incentive to 
stabilization of ‘employment without 
sacrifice of the safety of unemployment 
compensation funds. 

That report points out that the un- 
employment compensation program is 
designed primarily to relieve short term 
unemployment normally occurring, re 
gardless of the general trend of employ- 
ment in industry; that the essential 
administrative problem is finding the 
sound basis for the index to determine 
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the proper contributions to be paid by 
the individual employer. The report 
recommends, as the soundest approach 
to experience rating, that “only such a 
rating formula be adopted as will yield 
a fixed average contribution rate of 2.7 
per cent of the aggregate state pay- 
roll”; that “the choice of a method for 
determining an index of individual em- 
ployers’ experience will be guided by 
the state’s own conception of the proper 
form of stabilization to be encouraged 
and the relative effectiveness of the 
various types of incentives which may 
be applied under experience rating 
plans.” MakrTIN SAXE 
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Employees’ Public Talks 


bigs the officers of a bank take 
on the entire responsibility of fur- 
thering public relations between the 
bank and the community. At Racine, 
Wisconsin, a good share of this respon- 
sibility has been taken over by the 
employees—bookkeepers, clerks and 
tellers. They have worked out a novel 
plan to let the public know about the 
training and effort put forth to give 
bank customers maximum service and 
protection. 

The Racine Chapter of the American 
Institute of Banking has undertaken to 
show the talking moving picture, Your 
Money and Mine, prepared by the Wis- 
consin Bankers Association, to every 
type of local group which they can book 
while the film is available for local use. 
Last Spring they offered it to men’s 
luncheon clubs, women’s service clubs 
and social organizations as part of the 
entertainment feature of regular pro- 
grams. The plan was so well received 
that showings will cover a wider range 
this Fall, when junior and senior high 
school groups will see the movie. 

Before the picture is shown, a bank 
employee gives a brief introductory 
talk on what he and his fellow employ- 
ees do outside their routine work at the 
bank to enable them to serve the bank’s 
customers well. He tells how bank em- 
ployees go to school and explains the 
work of the American Institute of 
Banking. The questions asked by the 
audience after each program make 
the boys and girls who sponsor the pro- 
grams feel that their efforts are worth- 
while. 


Yh 


OUBLY HANDY 


Opening through its own passage- 
way directly into Grand Central 
Terminal, the Hotel Roosevelt of- 
fers you perfect convenience on 
your arrival in New York... And 
because of its location at the heart 
of Manhattan’s great mid-town sec- 
tion, it affords the same kind of 
convenience for all outside activi- 
ties .. . Doubly handy and doubly 
enjoyable . . . Large outside rooms, 
with beth tub and shower — from 
$4.50. 


HOTEL 
ROOSEVELT 


BERNAM G. HINES, Managing Director 
MADISON AVE. AT 45th ST., N. Y. C. 
Direct Entrance to Grand Central Terminal 


DIVIDEND 


ARMOUR 4x0 COMPANY 
OF DELAWARE 


On December 1 a quarterly dividend of one 
and three-fourths per cent (134%) per share 
on the Preferred Capital Stock of the above 
corporation was declared by the Board of 
Directors, payable January 2, 1940, to stock- 
holders of record at the close of business 
December 12, 1939. 


E. L. LALUMIER, Secretary 


Out-of-Town Banks 


Out-of-town banks and bankers will find here 


complete banking facilities for prompt and 


economical handling of accounts in Chicago. We 


would appreciate the opportunity of serving you. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LASALLE 


STREET 


(Member Federal Deposit Insurance Corporation) 
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BANK OF MONTREAL 


Established 1817 
A presentation, in easily understandable form, 
of the Bank’s 


ANNUAL STATEMENT 
31st October, 1939 


LIABILITIES 
LIABILITIES TO THE PUBLIC 
Deposits $ 914,909,050.45 
Payable on demand and after notice. 
Notes of the Bank in Circulation . 21,767,292.00 
Payable on demand. 


Time drafts issued and outstanding. 


Acceptances and Letters of Credit Outstanding . 7,914,256.36 
Financial responsibilities undertaken on behalf of customers _(see 
off-setting amount in ‘‘ Resources”). 


Other Liabilities to the Public ‘ i ‘ 3,739,690.56 


Items which do not come under the foregoing headings. 


Total Liabilities to the Public - $ 948,502,921.94 


LIABILITIES TO THE SHAREHOLDERS 


Capital, Surplus and Undivided Profits 
and Reserves for Dividends . 77,005,445.86 


This amount represents the shareholders’ interest in the Bank, over 
which liabilities to the public take precedence. 


Total Liabilities . ° - $1,025,508,367.80 


RESOURCES 
To meet the foregoing Liabilities the Bank has 
Cash in its Vaults and eae on a with 
Bank of Canada - $ 94,641,456.72 
Notes of and Cheques on Other 29,244,762.91 
Payable in cash on presentation. 


Money on Deposit with Other Banks . ° ‘ 77,357,497.05 


Available on demand or at short notice. 


Government and Other Bonds and Debentures’. 517,171,255.95 
Not exceeding market value. The greater portion consists of gilt-edge 
securities which mature at early dates. 


Stocks . 470,131.88 
Industrial and other stocks. Not market 


Call Loans outside of Canada ; 19,142,173.17 
Secured by bonds, stocks and other negotiable securities J greater 
value than the loans and representing moneys quickly available with 
no disturbing effect on conditions in Canada. 


Call Loans in Canada . 4,573,822.19 
Payable on demand and secured by bonds Pe socks: of greater oshue 
than the loans. 


Bankers’ Acceptances . 2,767.95 
Prime drafts accepted by other benks. 
TOTAL OF QUICKLY AVAILABLE RESOURCES. $ 742,603,867.82 
{equal to 78.29% of all Liabilities to the Public} 


Loans to Provincial and Municipal Governments 
including School Districts . 36,712,818.28 
Other Loans. 220,548,911.41 


To manufacturers, and on conditions con- 
sistent with sound banking. 


Bank Premises. ‘ 13,900,000.00 
Two properties only are carved in the names $ of holding companies 
the stock and bonds of these companies are entirely owned by the Bank 
and appear on = books at $1.00 in each case. All other of the Bank’s 
premises, the value of which largely exceeds $13,900,000, atpear 
under this heading. 
Real Estate, and Mortgages on Real Estate Sold by 


the Bank . 1,073,717.21 
Acquired in the course of the Bank's business and in "process "of being 
realized upon. 


Customers’ Liability under enemas and 
Letters of Credit 7,914,256.36 


Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their account. 


Other Assets not included in the Foregoing . : 2,754,796.72 
Making Total Assets of - $1,025,508,367.80 

to meet payment of Liabilities to the Public of 948,502,921.94 
leaving an excess of Assets over Liabilities to the Publicof $ 77.005,445.86 


HEAD OFFICE: MONTREAL 
NEW YORK AGENCY, 64 Wall Street: A. J. L. Haskell, G. R. Ball, L. L. Sinclair, Agents 
CHICAGO OFFICE, 27 South La Salle Street: A. Macpherson, Manager 
SAN FRANCISCO OFFICE, Bank of Montreal (San Francisco), £2 California Street: 
F. G. Woods, President 


-BANKING’S 
¢Advertisers 
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Allen Wales Adding Machine Corp .Cover [V’ 
American Telephone & Telegraph Co. . 

D. Appleton-Century Co 

Armour & Co 


Bank of Montreal 

Bankers Trust Co... .. 

Berkshire Mutual Fire Insurance Co... 
Burroughs Adding Machine Co 


Central Hanover Bank and Trust Co... 


Chase National Bank 


Commercial Investment Trust, Inc... . . 


Continental Illinois National Bank and 


DeLuxe Check Printers, Inc 
C. J. Devine & Co 
Douglas-Guardian Warehouse Corp... . 


Fidelity and Deposit Company of Mary- 


First National Bank & Trust Co. of 
Minneapolis 

First National Bank of Chicago 

First National Bank of Memphis 

Fulton National Bank 


General Motors Acceptance Corp 


Halsey, Stuart & Co., Inc 
Harter Corp 

Home Insurance Co 
Hotel Roosevelt 


Imperial Bank of Canada 
Improved Risk Mutuals 
Institute of Bank Stationers 
Investors Syndicate 


George La Monte & Son 
Live Stock National Bank 


Macmillan Company 
Maryland Casualty Co 


George S. May Co 


National Bank of Detroit 

National Surety Corp 

National Union Fire Insurance Co... .. 
Northern Trust Co 


Philadelphia National Bank 
Public National Bank and Trust Co... . 


Recordak Corp 

Remington Rand, Inc 

Royal Bank of Canada 


L. C. Smith & Corona Typewriters... . 
Standard Accident Insurance Co 
Standard Statistics Co., Inc 


Waldorf-Astoria Hotel 
Whiting-Plover Paper Co 
Willard Hotel, Washington, D. C 
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Briefly 


grag G has ceased to be a private business. The old 
firm of Banker & Co., in which the banker was the 
managing partner and the company was made up of de- 
positors and borrowers, has had to take in a new associate. 
The firm is now Banker, Politician & Co. The politician, at 
least under his more genteel title of government, must be 
treated as a continuing and active participant in the firm.— 
James G. RoceErs, Professor of Law and Government, Yale 
University. 


a influences have been at work to shape both the 
domestic and the foreign policies of the United States. 
Endowed with all the gifts necessary for originality as a 
nation, we persist in the attempt to ape the economic and 
political manners of Europe. 

Our European attachments would not be so unfortunate if 
Europe held the key to a way of life superior to the American 
way. But this is not the case. The moment we abandon the 
principles of Americanism in favor of the totalitarian 
ideologies of Europe, that moment we begin the downward 
course toward the kind of dictatorships which have plagued 


Europeans for centuries.—Representative MARTIN Dres of 
Texas. 


HE Russian attack on Finland seems to be a direct con- 

sequence of German policy. By an agreement which he 
thought would give him a free hand to attack Poland, it 
would seem that Hitler bartered what was not his property 
to barter—namely, the liberty of the Baltic peoples—and 
the sequence of events has shown how wide was the damage, 
once the floodgates were opened.—Viscount HALIFAx, 
British Foreign Secretary. 


ALIFORNIA must take the lead in endeavors to per- 

suade the national Government to find the means to 

lower the age requirement to age 60, and to pay such citizens 
a pension of $60 a month. 

If this cannot be accomplished, then we must endeavor to 
secure an immediate increase of the present aid given by the 
Federal Government from $20 to $30 per month, so that we 
might pay a pension of at least $50 per month here in Cali- 
fornia.—Governor OLson of California. 
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HERE is a new threat in the air, in the minds of the 

people and in the words of men who frequently have 
battled in labor’s behalf, that unless some semblance of 
peace is restored, labor is in for a frightful beating. What the 
lawmakers give, they sometimes take away. The country 
is out of patience with the surly, picayunish attitude of two 
great organizations that have split all labor in half and now 
refuse to do anything about it—ELLiott ROOSEVELT. 


¢y* professions (banking and the law) enjoy and depend 

upon the confidence of the public. We occupy a position 
of public trust, and I am of the opinion that government 
should exercise the greatest care before granting the banking 
charter or licensing the lawyer, to see that the candidates 
possess the necessary qualifications, and that there is actual 
need for additional lawyers or additional banks.—ALLEN B. 
Enpicortt, JR., President, New Jersey Bar Association. 


OF great importance are the price policies of businessmen 
and the wage policies of the trade unions. Whatever 
strength there is in the domestic factors making for recovery 
can be quickly dissipated by ill-considered price rises, by un- 
warranted speculative accumulations of inventories, by 
strikes and demands for higher wages. Whether or not the 
war later on develops a far-reaching stimulus, our economic 
recovery will be sounder, will be likely to be more enduring 
if prices are not raised, if businessmen and workers alike 
count upon an expanding volume at present price levels to 
give them increased profits and increased real earnings.— 
E. Atkins, Chairman, Economics Department, 
New York University. 


iv appears to me that if we had less excitement about 
things generally and more quiet work to get things 
straightened around, we would probably be further ahead. 
But it seems today that in our so-called war on the depres- 
sion, some of our generals are more in favor of writing a book 
about it than they are of really winning the war. We in 
industry have had some lively years trying to fit ourselves 
to some of the new thinking socially without losing sight 
of the balance sheet completely.—W. S. KNuDSEN, President, 
General Motors Corporation. 
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LreonarD P. Ayres, Vice-president, Cleveland Trust 
Company, in his annual address to the CLEVELAND CHAM- 
BER OF COMMERCE. 


T present we are in a period of business expansion. More 
workers are employed, more goods are being produced 
and larger profits are being earned than was the case last 
Summer. Once more we are wondering, as we have done so 
many times before, whether this upturn may be the long- 
hoped-for recovery from the depression. It is true that this 
period of better business had at least part of its origin in the 
stimulus resulting from the outbreak of the war, but some 
improvement was under way before the war began, and that 
gives us added hope. 

In the progress toward recovery the United States takes 
rank in the 2ist place among the 22 nations, while France 
is in 22nd place. Both nations share in common two similar- 
ities in their depression record. Both have followed programs 
of managed economics in which government has left un- 
changed the capitalistic structure of business, while inter- 
posing progressive regulation over its operations, and mean- 
while incurring huge deficits to finance subsidies and relief 
programs. In both countries these developments have been 
accompanied by great reductions in the investment of pri- 
vate capital in business enterprise. 

Here is the key to the central problem of this depression. 
In this country and in France the governments imposed upon 
business operations progressive and continuously changing 
regulations, restrictions, interventions and state competi- 
tions. As these interferences multiplied, and as taxation 
mounted, our national savings accumulated by private in- 
vestors almost stopped flowing into business enterprises. 
The only reason why investors take present risks is that they 
hope to receive future gains. When they find the risks too 
greatly increased, and the prospects for profits too much 
reduced, they stop making new investments, and either buy 
riskless bonds, or leave their money idle in the banks. 


Representative Henry B. STEAGALL, Chairman of the 
House Banking and Currency Committee, before the Trust 
and Banking Conference of the NEw JERSEY BANKERS 
ASSOCIATION. 


ed the light of our experience I think we may safely and 
prudently enlarge the measure of protection afforded by 
the Federal Deposit Insurance Corporation. It has been 
demonstrated that insurance of individual depositors in the 
amount of $10,000 could have been carried without appreci- 
ably increasing the burden upon the Corporation and 
without any additional assessments upon participating 
banks. In my judgment this step should be taken in order 
that the Corporation may render a larger measure of protec- 
tion and a greater service to the banks. 


Don ask me to talk about Russia. —SERGEI RACHMANI- 
NOFF. 


I; F we are conquered, all will be enslaved and the United 
86 


A Look at 1940 


Enlarging FDIC Protection 


- Business men expect commentators to make forecasts dur- 
ing the closing weeks of each year. In conformity with that 
tradition the writer of the Business Bulletin ventures to 
make the following comments based on his personal opinions 
concerning possible developments next year, even though the 
war and the coming political campaign make confident fore- 
casting impossible. 


The Forecast 


@ It seems probable that in 1940 the volume of industrial 
production, which was about 105 this year, will be about 
110, and that its average for the year will not vary from that 
level by 10 per cent. 

@ National income, which will be about 69 billions in 1939, 
will probably be about 71 billions in 1940, and not over 3 per 
cent above or below that total. 

@ Contracts for new building will probably be larger than 
those of any previous recovery year, and the largest since 
1930, but not as large as those of that year. 

@It seems likely that merchandise imports will be lower 
than in 1939 and exports probably higher. 

@ Department store sales may be expected to be higher than 
those of 1939, but lower than those of 1937. 

@ Railroad freight loadings will probably be larger than 
those of 1939, but larger by less than 10 per cent. 
@Outputs of iron and steel in 1940 will probably not vary 
by more than 12 per cent from those of 1939. 

@ Automobile production seems likely to be within 10 per 
cent of that of this year. 

@ It seems quite improbable that commodity price inflation 
will develop in this country in 1940. 

@ Among series likely to make new all-time high records in 
1940 are petroleum refining, output of electric power, to- 
bacco products, and the production of airplanes. 

@ The totals of wage payments reached in 1937 their highest 
levels since the bottom of the depression, and in 1940 they 
will probably be within 4 per cent of those of 1937. 


The records show that the corporation has accumulated 
a surplus of $135,000,000 in excess of its capital. This would 
seem to justify considering some reduction in the assessment 
of participating banks. This corporation is largely your 
corporation because the banks have contributed substan- 
tially the entire surplus. 

Both good banking and a reasonable regard for the welfare 
of the Federal Deposit Insurance Corporation require that 
banks should encourage the enactment of all measures 
designed to promote sound banking. They should be inter- 
ested to see that the capital structure of banks bears such a 
relation to deposits as will afford a reasonably adequate 
cushion of protection to depositors and, in addition, that 
banks are required to build up reserves sufficient to afford 
proper protection both to investors and to depositors. 


States will be left single-handed to guard the rights of man.— 
WINSTON CHURCHILL. 


(Davy this tenderness toward Russia?—HERBERT HOOVER. 
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Sound and Adequate Bank Service 


Ropert M. Hanes, President of the American Bankers 
Association, before the REGIONAL CONFERENCE AT RICH- 
MOND. 


Dyes G the past 10 years we have suffered a substantial 
drop in income due to the loss of members through 
mergers and liquidations. At the same time the problems 
confronting banking have multiplied in number and com- 
plexity. To keep our budget in balance we have been obliged 
to curtail our services at a time when we should have been 
increasing them. Our present plan is to bring our income 
back to the level of ten years ago. 

First and foremost, the American Bankers Association is 
a great educational organization. Forty-four thousand bank 
employees are enrolled in the study courses of its American 
Institute of Banking this year. Six hundred bank officers 
are enrolled in the intensive three-year graduate course in 
banking and related subjects of its Graduate School of 
Banking. A steady stream of practical research studies flows 
from its Research Council, Bank Management Commission, 
and the other departments. 

Through these activities the Association is constantly 
striving to make the latest information on banking matters 
available to bankers, and to raise the standards of bank 
management. Yet the Association has not been able to do all 
that it should do in the field of education and research with 
its present income. 

Many new activities are developing which are not being 
subjected to a sufficient degree of research. To mention only 
a few, there are consumer credit, including personal loans, 
term loans to industry, mortgage lending, agricultural loans, 
investments, insurance, bank costs and operations, pension 
plans for bank employees, and public relations. 

We must study and test every possible service. We must 
make the American banking system serve every possible 
financial need of the people. We must make the operation 
and service of banks so sound and so adequate that there 


will be no place for government or additional credit agencies. 

The A.B.A. is the logical agency to undertake such a pro- 
gram, and the A.B.A. can do it. It must take the lead in 
developing and perfecting the technique for changed banking 
practice and in making the results available to its members. 
This requires a kind of educational work by the Association 
out in the field where our members are located. Research is 
commendable, but the research we do in the A.B.A. must be 
coupled with a method of distribution, interpretation, and 
education achieved through personal contact between 
trained and informed specialists of the A.B.A. and A.B.A. 
members in their own communities. 

Nothing new is proposed. For two and one-half years the 
Association has been working out the technique of such 
field service in the trust field, under the leadership of Gilbert 
T. Stephenson, Director of Research of The Graduate 
School of Banking. Through his own studies, through the 
work of students majoring in trust studies at The Graduate 
School of Banking, and through the aid of trust executives in 
various cities, Mr. Stephenson is carrying on a constant and 
intensive research in the entire field of trust activities. 
Throughout the year he conducts what are known as “trust 
weeks” in cities throughout the country, during which he 
meets with bankers and trust executives, life insurance 
executives, representatives of the bar, and civic organiza- 
tions, giving to trust men the benefits of his own wide trust 
research, and interpreting to representatives of the public 
the developments in this field of public service. Mr. Stephen- 
son’s work has been outstandingly successful and productive 
for our member institutions. 

To extend this kind of service to the banking field re- 
quires men and means. The Administrative Committee of 
the Association has thoroughly studied the situation and 
endorsed such a program, and at its meeting in New York 
City on December 4 it adopted a resolution looking to the 
restoration of the Association’s income to the 1929 level. 
Steps are being taken to bring that result about. 


Know the Farmers’ Needs 


Water S. CorHran, Vice-president, National City 
Bank, Rome, Georgia, before the AMERICAN BANKERS As- 
SOCIATION REGIONAL CONFERENCE AT RICHMOND. 


ITH the number of banks in the smaller towns, mostly in 
agricultural sections, reduced to half of what they were 
20 years ago; with competition for agricultural paper vastly 
increased through lending agencies with great reservoirs of 
funds and with Federal blessing, and in most instances, you 
must admit, with excellent supervision of the farming 
methods of the borrowers; with banks everywhere seeking 
loans which will employ their funds to advantage—then, 
since the farmer prefers to secure his financing from his 
friend and neighbor at his home-town bank, this banker 
must meet his competition by rendering an equal or a supe- 
rior service in furnishing properly directed credit to his 
farmer borrower. And agricultural credit can best be directed 
by a sympathetic and thorough and studied understanding 
of the farmers’ problems and needs. 
Banks have been censured for not making loans, especially 
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agricultural loans. It is not sufficient that we reply that, not 
having any taxing powers, we could not restore our de- 
positors’ money when we made loans which we knew in 
advance we could not collect. The real answer is this: Use 
three fundamental principles; namely : require a live-at-home 
policy of diversified farming; require a program of soil con- 
servation and soil-building; and give to each borrower the 
benefit of your personal interest and advice and counsel. 

May I summarize in these four suggestions: 

1. Meet the competition of production credit associations 
and other agencies by adopting some of their policies which 
permanently benefit the borrower. 

2. Study the needs of each individual farmer who applies 
to you for a loan. 

3. When you take agricultural paper, know what you are 
doing for the farmer as well as for your bank. 

4. Improve the type of your agricultural paper by seeing 
to it that the funds are used as part of a planned, long-time 
program for the betterment of the farmers’ agricultural, 
economic, and social condition. 
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Enix ScuraM, chairman, Reconstruction Finance Corpor- 


ation, in a nationwide radio broadcast arranged by the 
Washington Star. 


URING the last year a great deal has been said about 
the desirability of Government insurance for bank 
loans to business enterprises. The RFC has had in operation 
for a long time an insurance plan for business loans made by 
banks. These are termed “participation loans’’. 

Of the 8,700 business loans authorized by the Corporation, 
it is interesting to observe that banks have agreed to share 
in nearly one-third of them—making possible the injection 
into business of $162,000,000 from private sources. Of this 
amount more than one-half represents loans made after 
“take-out” agreements were obtained from RFC. These 
constitute the insurance to which reference has just been 
made. 

The Corporation participates in two types of bank loans 
designed to encourage banks to inject private funds into 
small business enterprises. The first type is referred to as an 
“immediate participation”. Here either the bank or the 
Corporation makes the loan and the other purchases a 
specified percentage thereof. The bank and the RFC share 
ratably in the security and in repayments. 

The second type is the “deferred participation” commonly 
known as a “take-out” agreement. It contemplates the dis- 
bursement of the loan by the local bank and the execution by 
RFC of a guaranty covering a certain percentage of the 
loan. The charge to the bank for this guaranty or insurance 
ranges from one-half to one per- cent depending upon the 
percentage of risk the bank is willing to assume. This results 
in a normal net yield of not less than 3 per cent per annum 
which all will agree is a very satisfactory return upon a Gov- 
ernment guaranteed obligation. This deferred participation, 
or insurance plan assures the bank of a liquid investment. 

Such a program should be particularly attractive to local 
banks seeking a sound investment outlet for excess cash 
reserves. While there has been increased activity in partici- 
pation loans during the last year, the response is still far 
below that which existing conditions would appear to 
warrant. From the standpoint of investment, local banks 
not already familiar with the RFC’s participation program 
might find it good business to investigate its possibilities. 


LONG TERM LOANS 


OF course, some loans which appear sound from a long- 
term point of view are undesirable to a bank which must 
carefully consider the liquidity of its investments. However, 
it is not easy to understand why a properly amortized long 
term loan should not be acceptable to banks. In any event a 
deferred participation arrangement offers a Government 
obligation capable of immediate liquidation, and from a 
banker’s standpoint, this should be perhaps the most attrac- 
tive feature of the RFC’s participation or insurance program. 

Many banks have chosen to allow RFC to serve as an 
experimental laboratory in which the lending operation is 
performed and after its success has been demonstrated they 
have then volunteered to purchase all or a part of the loan. 
Under ordinary circumstances if the borrower consents there 
is no objection to the sale of such a loan, or a part of it, to 
a local bank since the procedure merely represents an in- 
direct method of inducting a private bank into the picture. 
However, the willingness of a bank to participate at the 
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Omnipresent RFC 


outset is an important element in the consideration of a 
loan. 

To aid small business to exist and thrive, RFC stands by 
as an emergency financing agency to stimulate and encour- 
age private lending and, when that lending will not meet 
legitimate credit demands, RFC will make available to 
borrowers the necessary funds. There is no desire on the 
part of Government to impose its services upon the public. 
Yet, when in spite of every effort to encourage private lend- 
ers to meet the demands of sound business these lenders are 
unable or unwilling to do the job, there is no alternative. 

The RFC has had a far-reaching effect upon the economic 
and social life of the nation. This end has been achieved in a 
tangible sense by the disbursement of funds. Intangibly it 
has been achieved by fostering the assurance that if private 
capital fails to perform its normal credit function, the RFC 
is omnipresent, ready and able to lend a helping hand. 


Government Loans to Business 


THE job of providing funds for small business is by no 
means finished. The RFC is prepared to meet whatever 
legitimate demand there may be for financing in this period 
of accelerated recovery. The RFC is not in the business, 
however, simply of lending money. It recognizes that to 
justify its existence, it must perform—in the exercise of its 
authorized functions—a useful public service. 


* * * 


SINCE the latest amendment to its authority the RFC has 
found it possible to approve about two out of every three 
formal applications filed for business loans. Unfavorable 
consideration is influenced by such factors as inefficient 
management, insufficient past earnings with no prospects of 
profits in the future, the promotional or speculative nature 
of the enterprise, top-heavy debt structure, and insolvency. 
In equity and good conscience, the Government should not 
be asked to subsidize a submarginal enterprise and thus 
enable it to compete upon an unfair basis with a successful 
business. 
* * * 

THE RFC has authorized loans aggregating $500,000,000 
to 8,700 separate businesses. It is highly significant that 
almost 40 per cent of these borrowers received loans of 
$5,000 or less. More than half got loans of $10,000 or less. 


* * 


THE board of directors would far rather authorize 1,000 
loans of $1,000 each than a single loan of $1,000,000. 


* * * 


ISSUES of the various corporate securities registered with 
the Securities and Exchange Commission during the years 
1936 and 1937 reveal that small business ;was compelled to 
pay $19.50 for each $100 of securities marketed where the 
issue aggregated $250,000 or less, while big business paid only 
$9.25 for each $100 of securities marketed where the issue 
exceeded $1,000,000. This disparity is striking. The smaller 
the requirements of the business, the greater the sacrifice 
necessary to obtain required funds through the medium of 
the securities markets. The difference in cost, however, is 
no more important than the common lack of faith in the 
future of small business. That is one of the primary reasons 
for granting to the RFC the power to make direct loans. — 
Mr. SCHRAM. 
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Tunneling with Ice Tongs 


L. W. BisHop, Cashier, State-Planters Bank & 
Trust Company, Richmond, Virginia, before the 
AMERICAN BANKERS ASSOCIATION REGIONAL Con- 
FERENCE AT RICHMOND. 


— are largely dependent upon the or- 
ganization of men and machines. No matter how 
high the caliber of your men; no matter how great 
their efficiency; no matter their capacity for winning 
friends and influencing people—if they are not 
equipped with proper tools or machines, then organ- 
ization has proceeded only half way. 

A bank staff of the most promising men in the 
country endeavoring to keep books on Boston ledg- 
ers, working without the benefit of modern com- 
munication, writing all correspondence in longhand, 
doing all detail work without the benefit of up-to- 


date machinery, would be comparable to a crew of 
ditch diggers endeavoring to tunnel a mountain with 
a pair of ice tongs. 

Conversely, a bank can be modernly equipped 
with machinery and labor saving devices, but poorly 
staffed with officers and employees, and little if any 
progress will be made. I think I would be safe in 
saying that there are hundreds of banks in this 
country which have failed utterly to recognize the 
new concept of banking brought about by vast 
economic and industrial changes. Many phases of 
bank operations and methods are as outmoded and 
archaic as the horse and buggy. 

There has never existed in the history of the 
American banking system a greater need for close 
and minute scrutiny of our respective organizations 
—our men and our machines. 


The Good Loaning Officer 


W. R. McGaucuey, President, 
Decatur, Illinois, 
BANKING. 


Millikin National Bank, 
before the ILLINOIS CONFERENCE ON 


1 position of a good loaning officer is one of the most 
important, if not the most important, in the bank. He is 
a functionary in a great institution which is the heart of the 
community’s business life. He is in a position to go forward 
with that institution just as far as his potentialities can 
possibly be developed—provided he keeps the spark of 
ambition and initiative alive within himself. 

He must, if he is to enjoy success and happiness in life, 
see in his job a great opportunity and a great challengé. He 
must be prepared by a wholesome mental attitude toward his 


job, to meet these responsibilities with courage and fortitude. 
He must meet them fortified with a wholesome mental 
attitude on the one hand toward the bank, its depositors and 
its stockholders, and on the other hand toward the borrower 
and toward the community. A loaning officer who is capable 
of meeting this dual responsibility will develop and maintain 
the public respect and good will upon which the success of 
banking has been built and will continue to grow. 

A gruff, undiplomatic loaning officer will do much to defeat 
the good work of the tellers and others in their efforts to build 
good will for the bank. 

The proper handling of applicants for loans will aid in 
eliminating the feeling on the part of the public that a bank 
is a cold, heartless institution. 


Personal Interest 


S. H. Firrecp, President, Financial Advertisers Associa- 
tion, and Assistant Vice-president, The Barnett National 
Bank, Jacksonville, before the AMERICAN BANKERS Asso- 
CIATION REGIONAL CONFERENCE AT RICHMOND. 


_ theory has been advanced on the technique of 
salesmanship, much of which. I suppose, has been tried 
out and then discarded for the plain old homey personal 
interest contact—a personal interest in the prospect’s 
well-being. Old-fashioned tricks and high pressure salesman- 
ship have no place in today’s program. 

Many banks employ public relations directors whose chief 
duty it is to make friends and keep friends for the bank. 
When he has done this for his own bank he has created a 
better feeling on the part of the public for all banks. I feel it 
is possible for such a man to occupy a desk in the bank during 


QDauar I would really like would be a cup of China tea.— 
King GrorcE VI, at the British front “ somewhere in France.” 


“Ouxex is no place in this fight for us. It is going to be bad 
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banking hours and to make from 10 to 20 calls on old cus- 
tomers and prospects after the bank closes. It is not too 
much for this man to attend five civic luncheon clubs a 
week (it is true, he may have to get a new lining for his 
stomach!); I know where this amount of work is being done 
today. I know one public relations man who has made as 
high as 7,000 contacts for the bank in one year by making 
personal calls, attending and taking part in civic club work 
and addressing different school groups. 

If a bank cannot employ a man full time for this work, 
different officers of the bank should be assigned this duty. 
Better yet, they should volunteer to make a certain number 
of calls on customers and prospects each day. There is no 
better way to develop friendship for the banking fraternity— 
to say nothing about obtaining new deposits and selling 
other bank services. 


enough as it is—American Ambassador JosePH P. KENNEDY. 


“Our Finnish nation is a small nation. But the defense of 
liberty is a great and honorable duty.—Premier RyTI. 
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Defensive Investing 


Grorce H. Assistant Vice-president, Harris 
Trust and Savings Bank, Chicago, before the ILLINOIS 
CONFERENCE ON BANKING. 


I SHOULD like to catalogue some of the protective steps 
which to me suggest a program of defensive investing. 

The natural reluctance of banks to accept extremely low 
rates, such as those now available on short term paper, leads 
me to point out that whenever money rates decline to very 
low levels, both banks and investors are inclined first to stop 
buying entirely and to hold funds for a while. Later they 
grow impatient at seeing their cash remain idle, and they 
return to the market to purchase maturities longer than are 
suitable for their requirements. The inducement, of course, 
is that the longer maturities yield a higher rate of return. 

As the market continues to advance, even longer maturi- 
ties yield an unsatisfactorily low return, and the next con- 
cession is a temptation to sacrifice quality and to purchase 
lower grade bonds in order to secure a higher interest rate. 
This is the usual cycle through which many banks have gone 
in the past, and through which many will be tempted to go 
in the future. Adherence to a well defined investment policy, 
clear cut as to type and quality of security, will tend to be a 
safeguard against such temptation. 

Interest rates, regardless of how low they may go, should 
not be the determining factor in formulating a fundamental 
program. Remember that an additional 1 per cent on a 
$1,000 bond amounts to only $10 each year, but the price 
of this extra $10 is often the risk of the entire $1,000. Invest- 
ments should be made in keeping with prevailing rates, 
because unusually high returns cannot be obtained without 
added risk. One should never lose sight of the safety of prin- 
cipal in the effort to get greater income. 


QUALITY COMES FIRST 


MANY times investors and bankers have made a fetish of 
diversification and have carried it to absurd extremes. They 
have felt that it was imperative to have such and such a 
percentage of this and so much of that and an “x” percent- 
age of something else, ignoring the fundamental considera- 
tion that quality comes first of all. Some lists have been 
carried to such absurd extremes under the guise of diversifi- 
cation that it would be impossible to do justice to the careful 
following of the quality of the securities because of the in- 
ordinately large number of issues involved. In some cases 
which have come to my attention, the bond accounts of 
small banks have been benefited by the suggestion that the 
number of issues be reduced to a point at which the person 
charged with investment supervision can give adequate 
attention to the individual situations. In other words, ex- 
cessive diversification sometimes interferes with the proper 
digestion of information, and you all know that indigestion 
frequently is followed by a headache. 

In these days when the newspapers are full of disturbing 
news and a banker’s life is full of perplexity, there is much 
to be said for regularity in the run-off of maturities. Granting 
the problem of keeping funds employed, it is a comfort to 
have money come back every month, or every few days, so 
that you can see the color of it and decide what changes, if 
any, you would like to make in your policy. If one invests 
funds with regularity and preserves the continuity of a so- 
called revolving fund, he can approach some semblance of 
an average in his income. 
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War and Interest Rates 


brew longer the war lasts, the more we may expect normal 
business relationships to be disturbed; those conditions in 
belligerent countries, and, in many cases, in neutral countries, 
in past wars have brought about markedly higher interest rates. 
While our credit position statistically seems almost impreg- 
nable, and there appears to be good reason for thinking that it 
would tend to cushion a further rapid or drastic decline in high 
grade bond prices, there is very much of a question as to whether 
those forces, some of which are undeniably artificial, can pre- 
vent a hardening of interest rates brought about by higher pro- 
duction costs, including higher commodity prices, and the 
onslaught of fear precipitated by a war psychology—Mr. 
RIGLER. 


Such a course approximates insurance principles, but, of 
course, it does not preclude the shifting of emphasis on 
amounts, in conformity with changes in interest rates. By 
that, I mean that the emphasis in times of low interest rates 
would be on early maturities with some justification for 
slightly longer term bonds when interest rates are high. 

In emphasizing the desirability of short maturities, I do 
not wish my remarks to be construed as urging the sale of 
medium term bonds, by which I mean those maturing up to 
10 years. One could say with full justification that a highly 
conservative course would be to crowd all investments down 
so that they would mature within a short space of time. 
While such a course might be conservative, no one can be 
sure that it would be the wisest course. We must be practical 
and recognize that conditions vary among banks, and in 
certain cases there is ample justification for a moderate 
lengthening of maturities. After all, I have yet to find a 
blanket investment policy which one could apply indis- 
criminately with any hope of having it fit every case. 

If there can be any generalization, however, I think that 
a philosophy of defensive investing in troubled times, such 
as these, might be summarized briefly by the statement that 
it seems more advisable to accept a modest return for a short 
period of time, with the hope of investing at maturity on 
more favorable terms, than to place funds in securities of 
long maturity with only a slightly higher yield. Dollars are 
not receiving a fair living wage these days, but I am optimis- 
tic enough to believe that the sun may shine again some day, 
bringing with it better interest rates. Unfortunately, my 
calendar does not give the exact date when that change is 
going to take place. 


UN DER all the circumstances and in view of experiences 
during and since the last world war, there seems to be 
no doubt that caution should be the watchword. The warn- 
ing signals seem to be up against any sudden or unwarranted 
over-expansion in expectation of an enormous war trade; 
and we should continue to be skeptical concerning promised 
benefits from any apparently impending war boom. In all 
economic crises, bankers should be prepared to take a safe 
and sound position as conditions develop.—Lovuis A. 
REILLY, Commissioner of Banking and Insurance, State of 
New Jersey. 
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The Approach Is important 


P. H. Sitces, President, Louisiana Savings Bank and 
Trust Company, New Orleans, before the American Bankers 
Association REGIONAL CONFERENCE AT RICHMOND. 


- my opinion, one of the most important factors in suc- 
cessfully meeting bank competition is the approach made 
by the institution and its staff both to present and prospec- 
tive customers. 

There are a number of factors to be considered in this 
question of approach. Location is one of them. Some banks 
undoubtedly suffer from being situated in locations which 
have become, usually over a period of years, inconvenient to 
customers or out of the usual run of traffic. 

Another feature to be considered is physical equipment. 
I emphatically do not believe in any bank’s investing too 
large a part of its assets in bank building, furniture and fix- 
tures, but I do think that in these highly competitive times 
it is important to have an up-to-date, convenient, and com- 
fortable banking room. 

Down in our part of the country, air-conditioning is some- 
thing to be considered, and we are faced with that problem 
in our own bank at this time. 

All of these items just mentioned are important, but to 
my mind the most important consideration in the matter of 
public approach is the attitude of officers and staff toward 
both present and prospective customers. If you can get your 
staff into a competitive mental state and develop an active 
sense of rivalry for business, you are well on the road toward 
handling any competition with which you may be faced. 
After all, our depositors, generally speaking, supply seven- 


eighths to eleven-twelfths of the money we use in our busi- 
ness, and ask nothing in return other than service and in 
some cases a small rate of interest. 

It is probably true that comparatively few of us overlook 
the large depositor, but the fact remains that today’s large 
depositor may not carry equally large balances next year, 
and that today’s small depositor may not remain small. 
If you or I were seeking bank service, I think that we should 
like to deal with a bank in which the atmosphere was friendly 
and helpful, and I also believe that we should like to deal 
with a bank in which both officers and employees approached 
any transactions brought to them in an actively helpful 
manner rather than, as sometimes happens, with a plain 
“ves” or “no” attitude. 

One of the best ways I know to retain your present cus- 
tomers and to bring in new ones is to earn the reputation for 
taking an active, sincere interest in customers’ problems, 
and, after all, that is nothing more nor less than intelligent 
self-interest. We are all in business to do business, and every 
time a customer approaches our desks there is an opportu- 
nity for doing business. It is true that some of these oppor- 
tunities must necessarily be refused and that the bank 
officer who permits his customer to run his desk will prob- 
ably not last very long in the banking business. 

I believe, nevertheless, that all too often customers’ 
requests, particularly requests for credit, are considered 
purely and simply on the basis of the presentation made by 
the customer rather than with the view of modifying the 
transaction offered in such a way as to make it safe and 
attractive to the bank, and adequate for the customer. 


Our Maginot Line 


CuarRtes C. Hutt, Executive Secretary, New York 
Chapter, American Institute of Banking, before New York 
CHAPTER, SPECIAL LIBRARIES ASSOCIATION. 


[8 the three years from 1914 to 1917 public opinion was 
swung from one in favor of our being neutral to one in 
favor of our fighting. 

What has that experience meant? If anything, it has 
taught us that we must fortify our minds as France has 
fortified her Maginot Line. Fortunately we are not bounded 
by nations we fear, and fortunately, too, we need no im- 
pregnable fortifications to protect our country. 

But if we would avoid the disaster of physical suffering 
and financial ruin, we need a Maginot Line in our minds that 


as a nation we may hold fast to one idea for three years, for 
four years, or for more, if necessary. The President has given 
an example of how that may be done. When at a press con- 
ference he was asked questions as to what we would do about 
certain matters if we were drawn into the war, he refused to 
answer. He could see no possibility of that situation. 

That is the line of defense we need as much as we need our 
navy, because a motive for our joining the conflict can be 
supplied just as easily now as it was before.- 

If what we wish is to prove to the world the advantages of 
democracy over the totalitarian state, we can best do it, not 
by fighting and ruining our people, but by showing to the 
world a democracy that can offer the blessings of peace to 
its people. 


Federal Supervision of Life Insurance 


M. ALBERT LINTON, President, Provident Mutual Life Insurance Company, Philadelphia, 
before the ASSOCIATION OF LIFE INSURANCE PRESIDENTS. 


F COURSE any immediate proposal for Federal supervision [of life insurance] would be 

relatively innocuous and apparently harmless. However, we must not be caught off 

guard by that fact. Once Federal supervision starts it will surely expand until 10 or 20 years 
later it will probably have supplanted state supervision and assumed full control itself. 

It is no mere fantasy of the imagination to suggest that once Federal supervision had 
developed into control, the investment of life insurance funds would become subject to 
direction by the central authority. Suppose that some administration should decide that the 
life insurance premium income available for investment should be used to support this or that 
social or economic theory or should be used to balance the budget. It would provide a source of 
easy money to be borrowed by the spenders and the various pressure groups. 
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Business Hates War 


Tuomas W. Lamont, of J. P. Morgan & Company, 
before the ACADEMY OF POLITICAL SCIENCE. 


j biorears is nothing that business men the world 
over fear and detest quite so much as war. They 
know that there is no possible future for any sort of 
business, big or little, unless we can have peace, or- 
derly means of production and good faith. The whole 
business world on both sides of the water is clearly 
appalled at the thought of another war and of the 
disastrous social, financial and economic consequen- 
ces that are almost bound to follow it. 

I wish some one would run down the sources of the 
idea that business men are inclined to war. For 
example, in recent years we have seen Japan’s aggres- 
sion in Asia, and Italy’s in Africa, and Hitler’s re- 


peated forays in Central Europe. Is there any one in 
his right mind who would suggest that these acts of 
violence and of armed conflict have been favored or 
promoted by business interests? 

The individuals and groups that have in recent 
years promoted this false legend, now clearly on the 
wane, seem to believe that business men think as a 
class and put their material interests above all else. 
They do not. They are human beings first of all, 
members of the general community. They love their 
country as warmly and in the same way as do our 
statesmen, our teachers, our professional men and 
our wage-earners—no more, no less. Their reflections 
about war and peace and democracy and civilization 
are, on the whole, the same as those of any other 
cross-section of the community. 


The Wage and Hour Law 


A. L. M. Wiccins, Chairman, Committee on Federal 
Legislation, American Bankers Association, and President, 
Bank of Hartsville, S. C., before the Association’s REGIONAL 
CONFERENCE AT RICHMOND. 


ce Fair Labor Standards Act, better known as the Wage 
and Hour Law, has caused much confusion as to whether 
bank employees are covered under the Act. These difficulties 
arise in three ways: 

(1) It is not clear in the law whether it applies to bank 
employees or not. Some of the authors of the law state that 
it was not intended to apply to bank employees. However, 
certain opinions place bank employees under the Act. 

(2) The Act was designed primarily to cover low wage 
groups that are largely paid by the hour, on a time clock 
basis. Inasmuch as bank employees are generally employed 
at guaranteed salaries, and from the nature of their work 
cannot satisfactorily perform their work within a stated 
number of hours per day or per week, the application of the 
Act creates many difficulties for employers and employees 
alike. Bank employees strenuously object to being placed 
on an hourly time clock wage plan. 

(3) The Act gives the Administrator practically no au- 
thority to determine the scope and application of its pro- 
visions except in a few specific instances, nor is he authorized 
to make any regulations which might provide sufficient 
flexibility to the law to meet the requirements of bank 
operations. 

Members of the Committee on Federal Legislation and 


cArrer looking at the rest of the world I would say that any- 
one who claims that he is “blue” in the United States is just 
plain yellow —BarcLay ACHESON, Associate Editor, Readers 
Digest. 


‘Our hardest thing to accomplish in America is to stand still 
long enough to get a deep understanding of the meaning of 
events and to calculate soberly and plot our future course.— 
James E. FREEMAN, Protestant Episcopal Bishop of Wash- 
ington, D.C. 
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officers of the Association have had numerous conferences 
with the Administrator and others charged with the admin- 
istration of the Act, as well as with legislators who are espe- 
cially interested in this law. In practically every case, our 
problem has received sympathetic consideration, but the 
only relief suggested is by way of amendments to the Act. 

The wage provision affects few bank employees but the 
inflexible hour provisions make difficult the orderly opera- 
tion of a bank. It seems absurd that an employee who 
receives a guaranteed monthly salary, possibly twice or 
four times the minimum wage provided in the Act, and who 
receives vacations with pay, holidays with pay and sick 
leave with pay, should be required to punch a time clock 
and receive extra compensation in any week in which his 
hours happen to run over the maximum workweek provided 
by law. 

A number of bills amending the Act were introduced dur- 
ing this year’s (1939) regular session of Congress. It is a fair 
assumption that the House will pass one of these bills early 
in the coming session. The measure will then go before the 
Senate Committee on Education and Labor. It is expected 
that the Senate Committee will hold hearings on the bill and 
that all interested parties will be given an opportunity to 
present their views to the Committee. 

A fair estimate of the legislative probabilities at the 
present time is that changes will be made in the Wage and 
Hour Law by the next Congress that will at least make the 
application of the law more flexible in the case of salaried 
employees. 


, 


Democracy rests not on supermen, but on the good sense of 
many. Our American democracy’s success is the sum total of 
millions of individual achievements. Ours is a business civiliza- 
tion. Ours is a hundred-year plan.—Paut W. GARRETT, 
Public Relations Director, General Motors. 


Herorcs of ancient poetry must be dropped and the plain 
unvarnished truth told—alas, the world still likes war. It is still 
our pet institution.—Mrs.. CARRIE CHAPMAN CarTrT. 
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A Written Investment Program 


C. S. Younc, Vice-president, Federal Reserve Bank of 
Chicago, before the ILLINOIS CONFERENCE ON BANKING. 


IHERE are now many devices for the protection of coun- 

try banks and their communities that were not present 
in times past. Many times a bond list furnishes an excellent 
indicator of the characteristics of the management. I am not 
betraying any secrets of the trade when I say that exam- 
iners take the following factors into consideration in an- 
alyzing the investment portfolios of banks: 


Is the list well diversified as to classes of bonds? And as to maturities? 

Does it have a reasonable proportion of highly liquid securities? 

Are the issues actively traded in for profit to an unusual extent? 

If so, is a high standard of quality maintained? 

Any speculative tendencies? 

Such as efforts to obtain high yields? 

Are competent advisors consulted? 

Any definite policy as to quality or class of investments? 

Are purchases and sales approved by directors? 

Do the minutes reflect such action? 

How does the Investment Committee function? How often does it 
convene? 

Do officers submit recommendations periodically relative to issues 
to be included in the “‘approved list”? 

Are recommendations from qualified sources, such as correspondent 
banks, well recognized brokers, statistical organizations, etc., 
considered? 

Is list priced and verified regularly? 

What provision is made to cover depreciation? 

Are sub-standard issues and defaulted securities receiving attention? 

Are proper safeguards exercised relative to orders placed for the 
purchase or sale of securities at stated prices (known as “G. T. C.” 
—good till cancelled” —orders)? 


However, it is my personal opinion that the most con- 
structive thing that any group of supervising authorities 
can do is to insist upon banks adopting a written investment 
program which should be approved by the board of directors, 
entered in the minutes of the bank, and reviewed constantly. 
The following investment principles are recorded in the 
minutes of one of our banks in this District, which I think are 
worthy of consideration: 

“1, The objective of a bank’s investment policy should be reasonable 


income compatible with safety of principal, not speculative or 
trading profits. 


“‘2. The purchase of investment securities by a bank should be in 
accordance with an investment policy established by the board of 
directors of such bank to control the purchase, retention, and sale 
of securities and the composition of the bank’s portfolio of securi- 
ties, which policy should be reviewed from time to time and 
reaffirmed or modified, as circumstances warrant. 

. In establishing and reviewing such a policy, including the deter- 
mination of the size of the investment account, the directors 
should take into consideration: 

(a) The amount of the bank’s capital accounts in relation to its 
liabilities and other corporate responsibilities; 

(b) The nature of its assets and the proportion of fixed assets; 
and 

(c) The character of its business, including possible future de- 
mands for extension of credit and payment of deposits. 

. The policy should be formulated and carried out with a view to 
obtaining: 

(a) Securities of sound quality; 

(b) Adequate diversification as to classes of securities and as to 
individual issues; and 

(c) Proper distribution and spacing of maturities. 

‘5. Premiums on all securities, whether or not exempt from the 
provisions of section 5136 of the United States Revised Statutes, 
should be regularly amortized. 

. Adequate reserves should be maintained for possible future 
losses. Until a reserve has been established in an amount sufficient 
to provide reasonable protection in the light of past experience 
and the character of the investment account, all profits on the 
sale of securities should be transferred to the reserve account.” 


Country banks may also find protection for themselves 
and their communities in the securities markets if they will 
make their selections with the object of obtaining protection 
and not merely with a view to getting their money out at 
interest or making large speculative profits. 

In so far as country banks are justified in assuming long 
risks, they had better take them on local borrowers, over 
whose affairs they can exert some control, rather than on 
distant corporations which are independent of the country 
bank that holds their long-term obligations. Moreover, 
despite the great increase in lending facilities that has oc- 
curred in recent years, many borrowers depend primarily on 
their local banks for credit, and it surely is a matter of first 
importance that country banks remain continuously in 
position to meet the needs of those local parties. 


Investment Management Aids 


H. Y. Orruttr, Vice-president, First National Bank, 
Louisville, Kentucky, before the American Bankers Associa- 
tion REGIONAL CONFERENCE AT RICHMOND. 


— and last, our principal problem in buying bonds 
has to do with management. It takes a major amount of 
study to be a good investor. This is a job for an officer who 
not only knows all there is to know of the condition of his 
bank, but who is free to devote all of his time to the study of 
the credit of the bank’s investments. If you cannot afford 
such management you cannot buy bonds other than Gov- 
ernments. You cannot buy Government bonds without ad- 
hering to a general program limiting the size and establishing 
a maturity schedule for your account. 

One plan to supply investment management for banks, 
that has worked in Louisville, centers in an investment 
counsellor. In this case a qualified bond man has been 
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employed by a dozen banks located in the immediate vi- 
cinity. 

In Indiana, an earnest state bankers association, cooper- 
ating with a department of the state university, is working 
toward a cooperative solution of this problem of managing 
bond accounts for smaller banks. 

Your correspondent bank can be of immeasurable assist- 
ance to you in studying credit affecting bonds. It should not 
be called on for tips or asked for a list of bonds to buy, but 
should be used as a source of specific information. 

You can expect helpful factual information from your cor- 
respondents and from your brokers, but you must have the 
personnel and facilities to follow events affecting the securi- 
ties you have purchased. Here the statistical services are 
entirely adequate if used diligently, but in no case can you 
wait for a rating change as a signal to dispose of an invest- 
ment. 
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Here are excerpts from some of the speeches heard at the recent 
meeting of the National Association of Manufacturers in New 
York City. 


A Famous Speech 


General Hucu S. JoHNsoN. 


i is not my custom to write speeches to order—except as 
a ghost for presidential candidates—when I don’t have 
to be responsible for them. I did that once and wrote a 
phrase in a famous speech on the absolute necessity of bal- 
ancing budgets. It said among other things: “Taxes are paid 
in the sweat of every man who labors,” and “I regard reduc- 
tion in Federal spending and the absolute necessity of 
balanced budgets as the most direct and effective contribu- 
tion that government could make to business.” 

It is true and it went over big at the time. But I’ll bet that 
the distinguished gentleman who said it would rather have 
it unsaid than almost anything he uttered. 


Corrective Steps 


Burton K. WHEELER, U. S. Senator from Montana. 


ere legislation, carefully drafted, openly de- 
bated, and competently administered, strengthens de- 
mocracy. Some recent legislation has been subjected to the 
most bitter denunciation. Divergent groups and industry 
have sharply criticized the national labor relations act and 
its administration. Congress is now studying this and I have 
no doubt that corrective steps will be taken. Public opinion 
in a democracy, sooner or later, furnishes protection from 
bad laws and inefficient executives. 

The hour has come when we must stop, look and listen. 
We must re-enforce our much-advanced position in the 
battle of economic and social reform. The effects of existing 
legislation and its operation are being carefully studied by 
the public much more carefully than the zealot contemplates. 
Every intelligent business man realized we must have re- 
forms to meet changing conditions—but reforms must be 
constructive and not destructive. They should always be 
within the framework of free government. 

Business seeks the greatest possible degree of stability. 
Business plans for tomorrow must be projected today. 
Shifting economic philosophies reflected in legislative enact- 
ments make difficult, if not impossible, such planning by 
business. Statutes construed and manipulated by over- 
zealous administrators create an uncertainty more feared by 
business than drastic, though specific legislation. 


Business Leadership 


Howarp Coon Ley, chairman of the Walworth Company, 
as association president. 


the day when our Constitution was written and the prin- 
ciples and concepts of our young nation established, 
business leadership was accepted as a matter of course. 
Today, business leadership should again be looked to for 
guidance when these concepts and principles are under fire. 
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Congress of American Industry 


Life Begins in °4.0? 


WENDELL L. WILKIE, President, Commonwealth and 
Southern Corporation. 


F in the next few months we can restore the functioning of 

free enterprise we shall find, perhaps, that life begins in 
"40. 

The most alarming feature of this concentration of power 
in the Federal Government is the creation of omnipotent 
commissions to exercise it. The new fields of Federal control 
are administered by small boards or executive commissions, 
usually appointed by the President and responsible to no one 
but the President. They are part of the executive department. 
But their function is not executive only. They have two 
additional functions: one is legislative and the other judicial. 
These commissions write the rules which make the laws 
effective. Then they administer the rules, and when the 
rules are violated they sit in judgment on the violators. 

Business, too, needs to mend its ways. Business cannot 
ask for Government interference at one time and then in- 
dignantly reject it at another. And it hasn’t been a pretty 
picture to see business, in the hope of advantage, craven and 
afraid to take its case to the people. 

From now on, our purpose should be, not to augment the 
powers of the state, but to increase the opportunities offered 
to the individual. We are a hardheaded, practical race, and 
we have chosen the enterprise system as our way of life, not 
for sentimental reasons, but because it has created more 
benefits for more people in less time than any other. 


The Top 


LIonEL D. Ente, Economist. 


‘¢ T FOW far do you think this improvement in business has 
gone?” 

I think the direct answer to that is that it has gone as far 
as it can go. This is the top, and it is a top that is slightly 
above the 1936-37 recovery level, and practically identical 
with the 1938-39 peak. 


The Best Defense 


GEORGE WHARTON PEPPER, former United States Senator 
from Pennsylvania. 


— government will continue to mishandle 
American business just as long as American men of 
business fail to take an effective part in governing America. 
You will be criticized and misrepresented and investigated, 
and over-regulated and overtaxed until you adopt the ele- 
mentary rule of military strategy that an offensive defense 
is often the only way to make any defense at all. 

It easily becomes the fashion to condemn bankers as a 
class, corporation lawyers as a class, and business men as a 
class and to arouse hatred of citizens who have a perfect 
right to their own political opinions, by applying to them 
the name “economic royalists” or some other equally con- 
temptuous term. 


BANKING 


Headquarters 


AMERICAN BANKERS ASSOCIATION™ 


SPECIAL CONVENTION RATES TO AB.A. MEMBERS 


has *Midwinter Trust Conference — Feb. 13-15 
— March 6-7-8 


far *Regional Conference 
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These two important conferences again show the 
preference that bankers and other business 
leaders have for The Waldorf-Astoria. The 
Waldorf is convenient to railway and airway 
terminals; easily accessible from all New York’s 
financial and business districts. And it’s the 
place, too, for your personal headquarters — 


homelike rooms equipped with every modern 
convenience — restaurants offering a wide vari- 
ety of menus and prices — and within strolling 
distance is the smart world of New York clubs, 
theatres, shops. Correspondence concerning res- 
ervations and rates should be addressed to Frank 
A. Ready, Manager. 


THE WALDORF ASTORIA 
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Sell me a copy of 


‘EVERY MAN #18 OWN DOCTOR” 


I think I have appendicitis 


HE layman can get a Jot of miscellaneous infor- 

mation out of a medical handbook for a couple 
of dollars. But applying it to his own needs leads to 
remarkable results, too often tragic, as every physician 
knows all too well. Amateur dosing has given many a 
surgeon a desperate last-minute problem in appendec- 
tomy, to mention a well known field of amateur error. 


That is why the experienced professional man who 
devotes his life to the specialized problems of his prac- 
tice turns to other specialists for advice and counsel. 
He knows that the guidance of the experienced agent 
or broker in the complex insurance field will give him 
complete, economical coverage against personal and 
business hazards. He does not just ask for ‘*$50 worth 
of insurance, please’’. No worries about uncovered 
risks or lapsed policies that might wreck the result of 
years of effort. 


Like the physician, the insurance agent or broker is 
a middleman, rendering indispensable service in his 


own special field. And because we believe in the mid- 
dleman’s function and services, we refuse to accept 
business direct because it is not in the interests of the 
company or the assured to do so. When you buy 
National Surety Fidelity Bonds, Surety Bonds, Bur- 
glary or Forgery Insurance through your local insur- 
ance agent or broker, you deal with a customer and 
friend who is a fellow member and supporter of the 
American Business System. 


@ This is a reprint of an advertisement of a 
stock insurance company directed to the mem- 
bers of the medical profession in your city. 


The commercial bank, like a doctor, renders 
an indispensable service. Its customers and its 
directors are chiefly independentbusiness men— 
representative of the American Business System. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


| ER 

BANKING 


ADVERTISEMENT? 


A bank acts in the capacity of physician to many 
of its commercial and industrial clients. It diag- 
noses symptoms of ailing profit systems, prescribes 
medication, often suggests surgery on costs that 
retard the health of business. 


But what happens when a bank feels aches and 
pains in its own income; when its profits are 
attacked by rising costs of doing business, or 
when its respiratory system becomes susceptible 
to government control of many of its functions? 


The services of a qualified and experienced bank 
management organization, such as George S. May 
Company, can bring to a bank concerned with 
its growth an impartial outside opinion that can 


contribute much to its healthy progress. Members 
of the George S. May Bank Installation Depart- 
ment have served over six hundred banks, banking 
groups and associations. Ernest S. Woolley, who 
directs the May banking installations, is a recog- 
nized authority on banking operations. 


May banking service includes conversion of funds 
recommendations, a survey of operating costs, 
clearing house studies, trust department analyses 
and studies, personal loan department surveys, 
and many other vital services. 


An inquiry to any of the George S. May offices 
will bring complete information regarding these 
activities. 


GEORGE S. MAY COMPANY 


CHICAGO 
2600 North Shore Ave 


SEATTLE 
710 Second Avenue 


HOUSTON 
608 Fannin Street 


NEW YORK 
122 East 42nd Street 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 
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SPEED — CERTAINLY but ACCURATE, TOO! 


Why? Because only Allen Wales adding machines offer you 
all these “speed with accuracy” features: automatic ciphers— 
step-up, error proof keyboard—feather touch operation —triple 
visibility — scientific operating key placement — and countless 
other quality features that only trial can tell. e May we set 
up a machine for your staff to test under your reguire- 
ments? No obligation. Then you'll agree, we believe, that Allen 
Wales outperforms any other adding machine on the market. 


ALLEN WwW WALES MACHINE 
MACHINE 
ALLEN WALES ADDING MACHINE CORP. 515 Madison Avenue « New York, N. Y. 
SALES AND SERVICE IN 300 AMERICAN CITIES AND IN 40 FOREIGN COUNTRIES 
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